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Summary	 ﾠ
In	 ﾠthis	 ﾠpaper	 ﾠI	 ﾠpropose	 ﾠa	 ﾠvery	 ﾠradical	 ﾠreform	 ﾠof	 ﾠthe	 ﾠtaxation	 ﾠsystem,	 ﾠin	 ﾠwhich	 ﾠa	 ﾠsingle	 ﾠflat	 ﾠ
rate	 ﾠfinancial	 ﾠtransaction	 ﾠtax	 ﾠ(FTT)	 ﾠis	 ﾠused	 ﾠto	 ﾠreplace	 ﾠthe	 ﾠvast	 ﾠmajority	 ﾠof	 ﾠexisting	 ﾠtaxes	 ﾠ
(including	 ﾠVAT,	 ﾠincome	 ﾠtax,	 ﾠtaxes	 ﾠon	 ﾠprofits…).	 ﾠExisting	 ﾠeconomic	 ﾠdata	 ﾠindicates	 ﾠthat	 ﾠa	 ﾠ
flat	 ﾠrate	 ﾠFTT	 ﾠof	 ﾠ1%	 ﾠwould	 ﾠgenerate	 ﾠfar	 ﾠmore	 ﾠrevenue	 ﾠthat	 ﾠis	 ﾠcurrently	 ﾠgenerated	 ﾠby	 ﾠall	 ﾠ
existing	 ﾠtaxes,	 ﾠand	 ﾠwould	 ﾠallow	 ﾠgovernments	 ﾠto	 ﾠrapidly	 ﾠrepay	 ﾠdebts	 ﾠand	 ﾠrestore	 ﾠ
programs	 ﾠof	 ﾠpublic	 ﾠexpenditure	 ﾠas	 ﾠwell	 ﾠas	 ﾠallowing	 ﾠresources	 ﾠto	 ﾠbe	 ﾠallocated	 ﾠto	 ﾠglobally	 ﾠ
important	 ﾠchallenges	 ﾠsuch	 ﾠas	 ﾠthird	 ﾠworld	 ﾠdevelopment,	 ﾠclimate	 ﾠchange	 ﾠand	 ﾠhealth	 ﾠcare.	 ﾠ
	 ﾠ
Preface	 ﾠ
The	 ﾠideas	 ﾠin	 ﾠthis	 ﾠpaper	 ﾠhave	 ﾠdeveloped	 ﾠover	 ﾠthe	 ﾠlast	 ﾠcouple	 ﾠof	 ﾠmonths	 ﾠand	 ﾠfollowed	 ﾠsome	 ﾠ
animated	 ﾠdiscussions	 ﾠwith	 ﾠfriends	 ﾠand	 ﾠfamily	 ﾠat	 ﾠour	 ﾠhome	 ﾠnear	 ﾠToulouse	 ﾠduring	 ﾠthe	 ﾠmonth	 ﾠ
of	 ﾠaugust	 ﾠ2010.	 ﾠThe	 ﾠstarting	 ﾠpoint	 ﾠwas	 ﾠa	 ﾠdiscussion	 ﾠwith	 ﾠmy	 ﾠgodson	 ﾠJeremie,	 ﾠwho	 ﾠwants	 ﾠto	 ﾠ
be	 ﾠa	 ﾠtrader.	 ﾠQuestions	 ﾠlike	 ﾠ"where	 ﾠdoes	 ﾠthe	 ﾠmoney	 ﾠto	 ﾠpay	 ﾠtraders'	 ﾠbonuses	 ﾠcome	 ﾠfrom?"	 ﾠled	 ﾠ
to	 ﾠa	 ﾠfascinating	 ﾠdebate.	 ﾠI	 ﾠwould	 ﾠlike	 ﾠto	 ﾠthank	 ﾠall	 ﾠthose	 ﾠinvolved	 ﾠfor	 ﾠthe	 ﾠstimulation.	 ﾠIn	 ﾠ
September	 ﾠ2010,	 ﾠI	 ﾠvisited	 ﾠBrazil,	 ﾠone	 ﾠof	 ﾠthe	 ﾠfew	 ﾠcountries	 ﾠto	 ﾠhave	 ﾠtried	 ﾠimplementing	 ﾠa	 ﾠtrue	 ﾠ
Financial	 ﾠTransaction	 ﾠTax.	 ﾠUnfortunately,	 ﾠin	 ﾠthat	 ﾠcase,	 ﾠintroduction	 ﾠof	 ﾠan	 ﾠFTT	 ﾠwas	 ﾠnot	 ﾠ
associated	 ﾠwith	 ﾠdropping	 ﾠthe	 ﾠother	 ﾠconventional	 ﾠtax	 ﾠmechanisms,	 ﾠand	 ﾠin	 ﾠthe	 ﾠend	 ﾠwas	 ﾠseen	 ﾠ
as	 ﾠjust	 ﾠanother	 ﾠadditional	 ﾠTax.	 ﾠHowever,	 ﾠat	 ﾠleast	 ﾠone	 ﾠBrazilian	 ﾠeconomist	 ﾠwas	 ﾠpushing	 ﾠfor	 ﾠ
the	 ﾠsort	 ﾠof	 ﾠsingle	 ﾠtax	 ﾠoption	 ﾠthat	 ﾠI	 ﾠpropose	 ﾠhere,	 ﾠalthough	 ﾠhe	 ﾠlimited	 ﾠhis	 ﾠdiscussion	 ﾠto	 ﾠ
Brazil(Cintra	 ﾠ2009).	 ﾠBut	 ﾠI	 ﾠbelieve	 ﾠthat,	 ﾠin	 ﾠfact,	 ﾠthe	 ﾠsame	 ﾠscheme	 ﾠcould	 ﾠbe	 ﾠextended	 ﾠrapidly	 ﾠ
at	 ﾠa	 ﾠglobal	 ﾠlevel.	 ﾠ	 ﾠ
The	 ﾠpresent	 ﾠversion	 ﾠof	 ﾠthis	 ﾠdocument	 ﾠis	 ﾠvery	 ﾠmuch	 ﾠwork	 ﾠin	 ﾠprogress.	 ﾠI	 ﾠhope	 ﾠvery	 ﾠmuch	 ﾠto	 ﾠ
get	 ﾠfeedback	 ﾠthat	 ﾠwill	 ﾠhelp	 ﾠdevelop	 ﾠthe	 ﾠargumentation.	 ﾠAlthough	 ﾠI	 ﾠhave	 ﾠtried	 ﾠto	 ﾠuse	 ﾠthe	 ﾠ
best	 ﾠeconomic	 ﾠdata	 ﾠthat	 ﾠI	 ﾠcould	 ﾠfind,	 ﾠI	 ﾠam	 ﾠcertainly	 ﾠnot	 ﾠan	 ﾠeconomist,	 ﾠand	 ﾠthere	 ﾠmay	 ﾠwell	 ﾠ
be	 ﾠimportant	 ﾠissues	 ﾠthat	 ﾠI	 ﾠhave	 ﾠmissed.	 ﾠHowever,	 ﾠas	 ﾠof	 ﾠtoday	 ﾠ(27th	 ﾠOctober	 ﾠ2010),	 ﾠmy	 ﾠmain	 ﾠ



























The	 ﾠfinancial	 ﾠstate	 ﾠof	 ﾠmany	 ﾠcountries	 ﾠis	 ﾠvery	 ﾠserious.	 ﾠIn	 ﾠthe	 ﾠUK,	 ﾠthe	 ﾠgovernment	 ﾠhas	 ﾠjust	 ﾠ
announced	 ﾠa	 ﾠmassive	 ﾠprogram	 ﾠof	 ﾠcuts	 ﾠin	 ﾠpublic	 ﾠexpenditure	 ﾠthat	 ﾠis	 ﾠexpected	 ﾠto	 ﾠlead	 ﾠto	 ﾠ
the	 ﾠloss	 ﾠof	 ﾠat	 ﾠleast	 ﾠhalf	 ﾠa	 ﾠmillion	 ﾠjobs	 ﾠin	 ﾠthe	 ﾠpublic	 ﾠsector	 ﾠas	 ﾠwell	 ﾠa	 ﾠmajor	 ﾠcutbacks	 ﾠin	 ﾠ
spending	 ﾠon	 ﾠwelfare.	 ﾠThe	 ﾠsituations	 ﾠin	 ﾠGreece,	 ﾠSpain	 ﾠand	 ﾠthe	 ﾠIrish	 ﾠRepublic	 ﾠare	 ﾠall	 ﾠvery	 ﾠ
serious,	 ﾠwith	 ﾠreductions	 ﾠin	 ﾠpay	 ﾠand	 ﾠdeep	 ﾠcuts	 ﾠin	 ﾠspending.	 ﾠ	 ﾠThe	 ﾠorigin	 ﾠof	 ﾠthese	 ﾠharsh	 ﾠ
cutbacks	 ﾠlies	 ﾠin	 ﾠthe	 ﾠfinancial	 ﾠcrisis	 ﾠin	 ﾠ2008	 ﾠthat	 ﾠled	 ﾠto	 ﾠa	 ﾠmassive	 ﾠbail-ﾭ‐out	 ﾠof	 ﾠthe	 ﾠfinancial	 ﾠ
system	 ﾠinvolving	 ﾠan	 ﾠenormous	 ﾠinjection	 ﾠof	 ﾠfunds,	 ﾠfunds	 ﾠthat	 ﾠwill	 ﾠpresumably	 ﾠhave	 ﾠto	 ﾠbe	 ﾠ
paid	 ﾠfor	 ﾠby	 ﾠtax	 ﾠpayers	 ﾠin	 ﾠthe	 ﾠyears	 ﾠand	 ﾠdecades	 ﾠto	 ﾠcome.	 ﾠ	 ﾠGiven	 ﾠthe	 ﾠhuge	 ﾠdebts	 ﾠthat	 ﾠmany	 ﾠ
governments	 ﾠnow	 ﾠhave	 ﾠto	 ﾠcope	 ﾠwith,	 ﾠand	 ﾠthe	 ﾠfact	 ﾠthat	 ﾠfew	 ﾠpeople	 ﾠare	 ﾠarguing	 ﾠfor	 ﾠ
increases	 ﾠin	 ﾠtaxes	 ﾠto	 ﾠcover	 ﾠthe	 ﾠcosts,	 ﾠthe	 ﾠconsequence	 ﾠis	 ﾠalmost	 ﾠeveryone	 ﾠassumes	 ﾠthat	 ﾠ
the	 ﾠonly	 ﾠreal	 ﾠoption	 ﾠis	 ﾠmassive	 ﾠcuts	 ﾠin	 ﾠpublic	 ﾠexpenditure.	 ﾠ
But	 ﾠare	 ﾠmassive	 ﾠcuts	 ﾠthe	 ﾠonly	 ﾠoption?	 ﾠIn	 ﾠrecent	 ﾠyears,	 ﾠmore	 ﾠand	 ﾠmore	 ﾠpeople	 ﾠhave	 ﾠbeen	 ﾠ
arguing	 ﾠin	 ﾠfavour	 ﾠof	 ﾠsome	 ﾠform	 ﾠof	 ﾠFinancial	 ﾠTransaction	 ﾠTax	 ﾠ(FTT),	 ﾠof	 ﾠwhich	 ﾠthe	 ﾠso-ﾭ‐
called	 ﾠTobin	 ﾠtax	 ﾠis	 ﾠone	 ﾠof	 ﾠthe	 ﾠmost	 ﾠwell	 ﾠknown	 ﾠexamples	 ﾠ(for	 ﾠan	 ﾠup	 ﾠto	 ﾠdate	 ﾠreview	 ﾠsee	 ﾠ
http://en.wikipedia.org/wiki/Financial_transaction_tax).	 ﾠFor	 ﾠexample,	 ﾠboth	 ﾠNicolas	 ﾠ
Sarkozy	 ﾠand	 ﾠAngela	 ﾠMerkel	 ﾠhave	 ﾠrecently	 ﾠbeen	 ﾠheard	 ﾠsupporting	 ﾠsuch	 ﾠschemes,	 ﾠand	 ﾠthey	 ﾠ
are	 ﾠby	 ﾠno	 ﾠmeans	 ﾠalone.	 ﾠWhen	 ﾠsuch	 ﾠschemes	 ﾠhave	 ﾠbeen	 ﾠpresented,	 ﾠthey	 ﾠhave	 ﾠalmost	 ﾠ
invariably	 ﾠbeen	 ﾠtalking	 ﾠabout	 ﾠvery	 ﾠlow	 ﾠrates	 ﾠsuch	 ﾠas	 ﾠ0.005%	 ﾠ-ﾭ‐	 ﾠjust	 ﾠenough	 ﾠto	 ﾠslow	 ﾠdown	 ﾠ
the	 ﾠcurrently	 ﾠfrenetic	 ﾠrate	 ﾠat	 ﾠwhich	 ﾠfinancial	 ﾠtransactions	 ﾠare	 ﾠtaking	 ﾠplace	 ﾠin	 ﾠthe	 ﾠworld's	 ﾠ
financial	 ﾠmarkets.	 ﾠThe	 ﾠamounts	 ﾠof	 ﾠtax	 ﾠrevenue	 ﾠthat	 ﾠwould	 ﾠbe	 ﾠgenerated	 ﾠmight	 ﾠbe	 ﾠenough	 ﾠ
to	 ﾠallow	 ﾠfor	 ﾠthe	 ﾠconstitution	 ﾠof	 ﾠa	 ﾠfund	 ﾠto	 ﾠreduce	 ﾠthe	 ﾠrisk	 ﾠof	 ﾠglobal	 ﾠbank	 ﾠfailures	 ﾠof	 ﾠthe	 ﾠ
type	 ﾠseen	 ﾠin	 ﾠlate	 ﾠ2008	 ﾠ(see	 ﾠfor	 ﾠexample,	 ﾠthe	 ﾠproposals	 ﾠoutlined	 ﾠin	 ﾠthe	 ﾠreport	 ﾠ"Taxing	 ﾠ
Banks"	 ﾠ(Murphy	 ﾠ2010)).	 ﾠHowever,	 ﾠso	 ﾠfar,	 ﾠthere	 ﾠhas	 ﾠnot	 ﾠbeen	 ﾠany	 ﾠreal	 ﾠquestion	 ﾠof	 ﾠusing	 ﾠ
this	 ﾠsort	 ﾠof	 ﾠfinancial	 ﾠtransaction	 ﾠtax	 ﾠto	 ﾠreplace	 ﾠother	 ﾠforms	 ﾠof	 ﾠtax	 ﾠrevenue,	 ﾠand	 ﾠmore	 ﾠ
specifically,	 ﾠthe	 ﾠpossibility	 ﾠof	 ﾠusing	 ﾠan	 ﾠFTT	 ﾠbased	 ﾠtaxation	 ﾠsystem	 ﾠto	 ﾠsolve	 ﾠthe	 ﾠcurrent	 ﾠ
crippling	 ﾠdebt	 ﾠproblems	 ﾠfaced	 ﾠby	 ﾠmany	 ﾠcountries.	 ﾠOne	 ﾠnotable	 ﾠexception	 ﾠis	 ﾠBrazilian	 ﾠ
Economist	 ﾠMarcos	 ﾠCintra	 ﾠ(Cintra	 ﾠ2009),	 ﾠwho	 ﾠhas	 ﾠargued	 ﾠfor	 ﾠmany	 ﾠyears	 ﾠthat	 ﾠa	 ﾠBank	 ﾠ
Transaction	 ﾠTax	 ﾠcould	 ﾠpotentially	 ﾠreplace	 ﾠother	 ﾠtraditional	 ﾠforms	 ﾠof	 ﾠtaxation.	 ﾠ	 ﾠ
In	 ﾠthis	 ﾠpaper,	 ﾠI	 ﾠwill	 ﾠlook	 ﾠat	 ﾠthe	 ﾠarguments	 ﾠin	 ﾠfavour	 ﾠof	 ﾠa	 ﾠradical	 ﾠreform	 ﾠof	 ﾠthe	 ﾠcurrent	 ﾠtax	 ﾠ
system	 ﾠin	 ﾠwhich	 ﾠall	 ﾠthe	 ﾠmain	 ﾠsources	 ﾠof	 ﾠtaxation	 ﾠ(VAT,	 ﾠincome	 ﾠtax,	 ﾠtaxes	 ﾠon	 ﾠprofits	 ﾠetc)	 ﾠ
are	 ﾠreplaced	 ﾠby	 ﾠa	 ﾠsingle	 ﾠflat	 ﾠrate	 ﾠFinancial	 ﾠTransaction	 ﾠTax	 ﾠthat	 ﾠwould	 ﾠapply	 ﾠto	 ﾠeveryone,	 ﾠ
traders	 ﾠand	 ﾠconsumers	 ﾠalike.	 ﾠ	 ﾠ
In	 ﾠorder	 ﾠto	 ﾠassess	 ﾠthe	 ﾠpotential	 ﾠfor	 ﾠgenerating	 ﾠrevenue	 ﾠwith	 ﾠa	 ﾠFinancial	 ﾠTransaction	 ﾠTax,	 ﾠ
it	 ﾠis	 ﾠclearly	 ﾠnecessary	 ﾠto	 ﾠhave	 ﾠdetailed	 ﾠdata	 ﾠon	 ﾠthe	 ﾠtotal	 ﾠvolume	 ﾠof	 ﾠfinancial	 ﾠtransactions	 ﾠ
in	 ﾠthe	 ﾠeconomy.	 ﾠOne	 ﾠreputable	 ﾠsource	 ﾠof	 ﾠinformation	 ﾠis	 ﾠthe	 ﾠBank	 ﾠfor	 ﾠInternational	 ﾠ
Settlements	 ﾠ(http://www.bis.org	 ﾠ)	 ﾠthat	 ﾠpublishes	 ﾠregular	 ﾠreports	 ﾠon	 ﾠthe	 ﾠfinancial	 ﾠ
activity	 ﾠin	 ﾠparticipating	 ﾠcountries.	 ﾠ	 ﾠThe	 ﾠlatest	 ﾠannual	 ﾠreport,	 ﾠpublished	 ﾠin	 ﾠDecember	 ﾠ
2009,	 ﾠprovides	 ﾠdetails	 ﾠof	 ﾠfinancial	 ﾠtransactions	 ﾠfor	 ﾠthe	 ﾠperiod	 ﾠfrom	 ﾠ2004	 ﾠto	 ﾠ2008,	 ﾠbased	 ﾠ
mainly	 ﾠon	 ﾠfigures	 ﾠfrom	 ﾠa	 ﾠset	 ﾠof	 ﾠ13	 ﾠrepresentative	 ﾠcountries.	 ﾠTable	 ﾠ1	 ﾠprovides	 ﾠa	 ﾠsummary	 ﾠ
of	 ﾠthe	 ﾠdifferent	 ﾠtypes	 ﾠof	 ﾠtransactions	 ﾠdetailed	 ﾠin	 ﾠthe	 ﾠreport.	 ﾠ	 ﾠ
Together,	 ﾠthese	 ﾠdifferent	 ﾠfinancial	 ﾠtransactions	 ﾠtotal	 ﾠnearly	 ﾠ$9000	 ﾠtrillion	 ﾠper	 ﾠyear.	 ﾠIs	 ﾠ
this	 ﾠa	 ﾠrealistic	 ﾠnumber	 ﾠfor	 ﾠthe	 ﾠ13	 ﾠcountries	 ﾠthat	 ﾠare	 ﾠanalysed	 ﾠin	 ﾠthe	 ﾠreport?	 ﾠOne	 ﾠfactor	 ﾠ
that	 ﾠis	 ﾠdifficult	 ﾠto	 ﾠcontrol	 ﾠreflects	 ﾠthe	 ﾠfact	 ﾠthat	 ﾠsome	 ﾠvalues	 ﾠfor	 ﾠtrading	 ﾠcould	 ﾠbe	 ﾠcounted	 ﾠ
twice	 ﾠwhen	 ﾠa	 ﾠtransaction	 ﾠincludes	 ﾠtwo	 ﾠdifferent	 ﾠcountries	 ﾠin	 ﾠthe	 ﾠgroup.	 ﾠOn	 ﾠthe	 ﾠother	 ﾠ


























 available,	 ﾠmeaning	 ﾠthat	 ﾠthe	 ﾠactual	 ﾠvalue	 ﾠmay	 ﾠbe	 ﾠsubstantially	 ﾠhigher.	 ﾠ	 ﾠEven	 ﾠso,	 ﾠthe	 ﾠvalues	 ﾠ
are	 ﾠvery	 ﾠimpressive.	 ﾠFinancial	 ﾠtransactions	 ﾠwithin	 ﾠthe	 ﾠUnited	 ﾠStates	 ﾠtotal	 ﾠover	 ﾠ$3500	 ﾠ
trillion,	 ﾠfollowed	 ﾠby	 ﾠthe	 ﾠUK	 ﾠwith	 ﾠaround	 ﾠ$2200	 ﾠtrillion	 ﾠand	 ﾠGermany	 ﾠwith	 ﾠover	 ﾠ$1500	 ﾠ
trillion.	 ﾠThese	 ﾠvery	 ﾠhigh	 ﾠvalues	 ﾠno	 ﾠdoubt	 ﾠreflect	 ﾠthe	 ﾠhigh	 ﾠlevels	 ﾠof	 ﾠfinancial	 ﾠactivity	 ﾠ
associated	 ﾠwith	 ﾠWall	 ﾠStreet,	 ﾠthe	 ﾠCity	 ﾠof	 ﾠLondon	 ﾠand	 ﾠthe	 ﾠFrankfurt	 ﾠStock	 ﾠExchange.	 ﾠ
	 ﾠ
	 ﾠ
Table	 ﾠ1:	 ﾠFinancial	 ﾠtransactions	 ﾠfor	 ﾠ13	 ﾠselected	 ﾠcountries	 ﾠ(billions	 ﾠof	 ﾠUSD)	 ﾠin	 ﾠ2008	 ﾠ(source	 ﾠ
http://www.bis.org	 ﾠ"Statistics	 ﾠon	 ﾠpayment	 ﾠand	 ﾠsettlement	 ﾠsystems	 ﾠin	 ﾠselected	 ﾠcountries",	 ﾠpublished	 ﾠ
December	 ﾠ2009).	 ﾠThe	 ﾠtable	 ﾠalso	 ﾠprovides	 ﾠthe	 ﾠaverage	 ﾠtax	 ﾠrevenues	 ﾠfor	 ﾠeach	 ﾠcountry	 ﾠ(source	 ﾠ
http://www.wolframalpha.com/input/?i=Total+Tax+Receipts	 ﾠ),	 ﾠtogether	 ﾠwith	 ﾠthe	 ﾠratio	 ﾠbetween	 ﾠ
transactions	 ﾠand	 ﾠtax	 ﾠrevenue.	 ﾠ
The	 ﾠtable	 ﾠalso	 ﾠincludes	 ﾠa	 ﾠcolumn	 ﾠwith	 ﾠthe	 ﾠtotal	 ﾠamount	 ﾠof	 ﾠtax	 ﾠrevenue	 ﾠfor	 ﾠeach	 ﾠof	 ﾠthe	 ﾠ13	 ﾠ
countries.	 ﾠThe	 ﾠtop	 ﾠfive	 ﾠcountries	 ﾠfor	 ﾠtax	 ﾠrevenue	 ﾠare	 ﾠthe	 ﾠUSA	 ﾠ($2524	 ﾠbn),	 ﾠJapan	 ﾠ($1429	 ﾠ
bn),	 ﾠGermany	 ﾠ($1249	 ﾠbillion),	 ﾠFrance	 ﾠ($1060	 ﾠbillion)	 ﾠand	 ﾠthe	 ﾠUK	 ﾠ($881	 ﾠbillion),	 ﾠand	 ﾠthe	 ﾠ
total	 ﾠtax	 ﾠreceipts	 ﾠfor	 ﾠthe	 ﾠ13	 ﾠcountries	 ﾠadds	 ﾠup	 ﾠto	 ﾠ$8960	 ﾠbillion.	 ﾠThe	 ﾠcomparison	 ﾠbetween	 ﾠ
the	 ﾠtwo	 ﾠfigures,	 ﾠnamely	 ﾠthe	 ﾠtotal	 ﾠvalue	 ﾠof	 ﾠall	 ﾠthe	 ﾠfinancial	 ﾠtransactions,	 ﾠand	 ﾠthe	 ﾠtotal	 ﾠ
amount	 ﾠof	 ﾠtax	 ﾠis	 ﾠrevealing,	 ﾠbecause	 ﾠit	 ﾠdemonstrates	 ﾠthat	 ﾠfinancial	 ﾠtransactions	 ﾠcurrently	 ﾠ
exceed	 ﾠincome	 ﾠfor	 ﾠtaxation	 ﾠby	 ﾠa	 ﾠfactor	 ﾠof	 ﾠmore	 ﾠthan	 ﾠ1000.	 ﾠIt	 ﾠfollows	 ﾠthat	 ﾠif	 ﾠa	 ﾠflat	 ﾠrate	 ﾠ
financial	 ﾠtransaction	 ﾠtax	 ﾠwas	 ﾠintroduced	 ﾠat	 ﾠa	 ﾠlevel	 ﾠof	 ﾠjust	 ﾠ0.1%,	 ﾠit	 ﾠwould	 ﾠgenerate	 ﾠthe	 ﾠ
same	 ﾠamount	 ﾠof	 ﾠrevenue	 ﾠas	 ﾠall	 ﾠthe	 ﾠother	 ﾠtaxes	 ﾠcombined!	 ﾠ
Before	 ﾠdiscussing	 ﾠwhether	 ﾠor	 ﾠnot	 ﾠsuch	 ﾠa	 ﾠmove	 ﾠis	 ﾠdesirable,	 ﾠwe	 ﾠneed	 ﾠto	 ﾠask	 ﾠwhether	 ﾠthe	 ﾠ
same	 ﾠsorts	 ﾠof	 ﾠratios	 ﾠbetween	 ﾠthe	 ﾠlevels	 ﾠof	 ﾠfinancial	 ﾠtransactions	 ﾠand	 ﾠtax	 ﾠincome	 ﾠwould	 ﾠ
apply	 ﾠoutside	 ﾠof	 ﾠthe	 ﾠ13	 ﾠcountries	 ﾠcovered	 ﾠby	 ﾠthe	 ﾠBIS	 ﾠreport.	 ﾠAccording	 ﾠto	 ﾠthe	 ﾠWolfram	 ﾠ
database,	 ﾠeven	 ﾠwhen	 ﾠwe	 ﾠtake	 ﾠthe	 ﾠtotal	 ﾠtax	 ﾠreceipts	 ﾠfor	 ﾠall	 ﾠ231	 ﾠcountries	 ﾠin	 ﾠthe	 ﾠworld,	 ﾠwe	 ﾠ
still	 ﾠonly	 ﾠreach	 ﾠa	 ﾠtotal	 ﾠof	 ﾠ$13.78	 ﾠtrillion	 ﾠ–	 ﾠabout	 ﾠ50%	 ﾠmore	 ﾠthat	 ﾠthe	 ﾠ13	 ﾠcountries	 ﾠon	 ﾠtheir	 ﾠ
own.	 ﾠThe	 ﾠreason	 ﾠfor	 ﾠthis	 ﾠis	 ﾠthat	 ﾠmany	 ﾠof	 ﾠthe	 ﾠother	 ﾠnations	 ﾠhave	 ﾠrelatively	 ﾠsmall	 ﾠ
economies,	 ﾠalthough	 ﾠit	 ﾠshould	 ﾠnot	 ﾠbe	 ﾠforgotten	 ﾠthat	 ﾠsome	 ﾠmajor	 ﾠeconomies	 ﾠare	 ﾠnot	 ﾠin	 ﾠthe	 ﾠ
list	 ﾠ–	 ﾠcountries	 ﾠsuch	 ﾠas	 ﾠChina,	 ﾠIndia	 ﾠand	 ﾠBrazil.	 ﾠIt	 ﾠseems	 ﾠlikely	 ﾠthat	 ﾠif	 ﾠwe	 ﾠincluded	 ﾠ
financial	 ﾠtransactions	 ﾠfor	 ﾠthe	 ﾠother	 ﾠ218	 ﾠcountries,	 ﾠthat	 ﾠthe	 ﾠpicture	 ﾠwould	 ﾠremain	 ﾠsimilar.	 ﾠ


























 relatively	 ﾠlow	 ﾠwages	 ﾠpaid	 ﾠto	 ﾠtheir	 ﾠworkers,	 ﾠit	 ﾠis	 ﾠeven	 ﾠpossible	 ﾠthat	 ﾠthe	 ﾠratio	 ﾠbetween	 ﾠ
financial	 ﾠtransactions	 ﾠand	 ﾠtax	 ﾠrevenue	 ﾠcould	 ﾠeven	 ﾠexceed	 ﾠthe	 ﾠvalue	 ﾠof	 ﾠ1000	 ﾠseen	 ﾠfor	 ﾠthe	 ﾠ
13	 ﾠselected	 ﾠcountries.	 ﾠAs	 ﾠa	 ﾠconsequence,	 ﾠit	 ﾠseems	 ﾠhighly	 ﾠlikely	 ﾠthat	 ﾠan	 ﾠFTT	 ﾠwell	 ﾠbelow	 ﾠ
1%	 ﾠand	 ﾠpossibly	 ﾠas	 ﾠlow	 ﾠas	 ﾠ0.1%	 ﾠcould	 ﾠgenerate	 ﾠas	 ﾠmuch	 ﾠrevenue	 ﾠas	 ﾠall	 ﾠthe	 ﾠother	 ﾠsources	 ﾠ
of	 ﾠtaxation	 ﾠcombined,	 ﾠeven	 ﾠwhen	 ﾠapplied	 ﾠglobally.	 ﾠ	 ﾠ
Most	 ﾠdiscussions	 ﾠdealing	 ﾠwith	 ﾠthe	 ﾠpossibility	 ﾠof	 ﾠintroducing	 ﾠan	 ﾠFTT	 ﾠhave	 ﾠsteered	 ﾠclear	 ﾠof	 ﾠ
using	 ﾠvalues	 ﾠas	 ﾠhigh	 ﾠas	 ﾠ0.1%-ﾭ‐1%.	 ﾠTypically,	 ﾠthe	 ﾠvalues	 ﾠthat	 ﾠhave	 ﾠbeen	 ﾠproposed	 ﾠhave	 ﾠ
been	 ﾠmuch	 ﾠsmaller	 ﾠ–	 ﾠfor	 ﾠinstance	 ﾠ0.005%.	 ﾠ	 ﾠOne	 ﾠargument	 ﾠfor	 ﾠusing	 ﾠsuch	 ﾠlow	 ﾠvalues	 ﾠis	 ﾠ
based	 ﾠon	 ﾠfears	 ﾠthat	 ﾠsuch	 ﾠa	 ﾠtax	 ﾠcould	 ﾠseriously	 ﾠreduce	 ﾠthe	 ﾠamount	 ﾠof	 ﾠtrading	 ﾠand	 ﾠthat	 ﾠthis	 ﾠ
would	 ﾠnot	 ﾠonly	 ﾠreduce	 ﾠthe	 ﾠamount	 ﾠof	 ﾠtax	 ﾠthat	 ﾠcould	 ﾠbe	 ﾠderived,	 ﾠbut	 ﾠcould	 ﾠalso	 ﾠhave	 ﾠ
negative	 ﾠeffects	 ﾠon	 ﾠthe	 ﾠeconomy	 ﾠitself.	 ﾠThere	 ﾠare	 ﾠseveral	 ﾠreasons	 ﾠfor	 ﾠbelieving	 ﾠthat	 ﾠthis	 ﾠ
would	 ﾠnot	 ﾠbe	 ﾠa	 ﾠreal	 ﾠproblem.	 ﾠWhile	 ﾠit	 ﾠis	 ﾠlikely	 ﾠthat	 ﾠthere	 ﾠwould	 ﾠbe	 ﾠsome	 ﾠreduction	 ﾠin	 ﾠ
activity	 ﾠin	 ﾠkey	 ﾠlocations	 ﾠsuch	 ﾠWall	 ﾠStreet,	 ﾠthe	 ﾠCity	 ﾠand	 ﾠthe	 ﾠFrankfurt	 ﾠfinance	 ﾠcentres,	 ﾠit	 ﾠ
seems	 ﾠreasonable	 ﾠto	 ﾠsuppose	 ﾠthere	 ﾠis	 ﾠenough	 ﾠactivity	 ﾠelsewhere	 ﾠin	 ﾠthe	 ﾠeconomy	 ﾠto	 ﾠ
provide	 ﾠthe	 ﾠnecessary	 ﾠrevenue.	 ﾠFor	 ﾠexample,	 ﾠa	 ﾠcloser	 ﾠlook	 ﾠat	 ﾠTable	 ﾠ1	 ﾠsuggests	 ﾠit	 ﾠis	 ﾠclear	 ﾠ
that	 ﾠeven	 ﾠin	 ﾠcountries	 ﾠthat	 ﾠare	 ﾠnot	 ﾠvery	 ﾠstrong	 ﾠplayers	 ﾠin	 ﾠglobal	 ﾠfinance,	 ﾠan	 ﾠFTT	 ﾠof	 ﾠ1%	 ﾠ
would	 ﾠbe	 ﾠplenty	 ﾠto	 ﾠallow	 ﾠexisting	 ﾠtaxation	 ﾠmechanisms	 ﾠto	 ﾠbe	 ﾠreplaced.	 ﾠOnly	 ﾠone	 ﾠof	 ﾠthe	 ﾠ
13	 ﾠcountries	 ﾠwould	 ﾠrequire	 ﾠan	 ﾠFTT	 ﾠabove	 ﾠ0.3%	 ﾠand	 ﾠeven	 ﾠthat	 ﾠcountry	 ﾠ(Sweden)	 ﾠwhich	 ﾠis	 ﾠ
well	 ﾠknown	 ﾠto	 ﾠhave	 ﾠa	 ﾠparticularly	 ﾠstrong	 ﾠsocial	 ﾠservices	 ﾠand	 ﾠwelfare	 ﾠarrangements,	 ﾠis	 ﾠ
still	 ﾠwell	 ﾠunder	 ﾠ1%.	 ﾠ
To	 ﾠmake	 ﾠthe	 ﾠargument	 ﾠclearer,	 ﾠI	 ﾠwill	 ﾠtherefore	 ﾠwork	 ﾠon	 ﾠthe	 ﾠhypothesis	 ﾠthat	 ﾠwe	 ﾠcould	 ﾠ
introduce	 ﾠa	 ﾠflat	 ﾠrate	 ﾠFTT	 ﾠof	 ﾠ1%,	 ﾠa	 ﾠvalue	 ﾠthat	 ﾠin	 ﾠprinciple	 ﾠwould	 ﾠgenerate	 ﾠ10	 ﾠtimes	 ﾠas	 ﾠ
much	 ﾠrevenue	 ﾠas	 ﾠexisting	 ﾠtaxation	 ﾠsystems,	 ﾠand	 ﾠwhich	 ﾠwould	 ﾠstill	 ﾠgenerate	 ﾠvery	 ﾠlarge	 ﾠ
amounts	 ﾠof	 ﾠrevenue	 ﾠeven	 ﾠif	 ﾠthere	 ﾠwas	 ﾠa	 ﾠsevere	 ﾠreduction	 ﾠin	 ﾠthe	 ﾠquantity	 ﾠof	 ﾠfinancial	 ﾠ
exchanges.	 ﾠ
The	 ﾠchoice	 ﾠof	 ﾠa	 ﾠ1%	 ﾠvalue	 ﾠis	 ﾠalso	 ﾠinteresting	 ﾠfor	 ﾠanother	 ﾠset	 ﾠof	 ﾠreasons.	 ﾠ1%	 ﾠis	 ﾠalready	 ﾠ
substantially	 ﾠless	 ﾠthan	 ﾠthe	 ﾠtransaction	 ﾠcharges	 ﾠimposed	 ﾠby	 ﾠcredit	 ﾠcard	 ﾠcompanies	 ﾠfor	 ﾠ
handling	 ﾠcard	 ﾠpayments.	 ﾠThus,	 ﾠeven	 ﾠif	 ﾠthe	 ﾠcredit	 ﾠcard	 ﾠcompanies	 ﾠdirectly	 ﾠtransferred	 ﾠthe	 ﾠ
additional	 ﾠcosts	 ﾠto	 ﾠconsumers,	 ﾠthis	 ﾠwould	 ﾠhave	 ﾠlittle	 ﾠdirect	 ﾠimpact	 ﾠon	 ﾠcosts.	 ﾠRemember	 ﾠ
that	 ﾠthe	 ﾠproposal	 ﾠwould	 ﾠbe	 ﾠto	 ﾠremove	 ﾠall	 ﾠother	 ﾠforms	 ﾠof	 ﾠtaxation,	 ﾠincluding	 ﾠVAT,	 ﾠ
meaning	 ﾠthat	 ﾠfor	 ﾠmany	 ﾠpurchases	 ﾠthe	 ﾠnet	 ﾠeffect	 ﾠof	 ﾠthe	 ﾠmove	 ﾠwould	 ﾠbe	 ﾠa	 ﾠreduction	 ﾠin	 ﾠ
prices	 ﾠof	 ﾠas	 ﾠmuch	 ﾠas	 ﾠ20%.	 ﾠ1%	 ﾠis	 ﾠalso	 ﾠvery	 ﾠclose	 ﾠto	 ﾠthe	 ﾠsorts	 ﾠof	 ﾠbank	 ﾠcharges	 ﾠthat	 ﾠmost	 ﾠ
consumers	 ﾠhave	 ﾠto	 ﾠpay	 ﾠevery	 ﾠtime	 ﾠthat	 ﾠthey	 ﾠtransfer	 ﾠmoney	 ﾠbetween	 ﾠbanks,	 ﾠand	 ﾠit	 ﾠhas	 ﾠ
become	 ﾠincreasingly	 ﾠcommon	 ﾠfor	 ﾠbanks	 ﾠto	 ﾠcharge	 ﾠa	 ﾠflat	 ﾠrate	 ﾠfee	 ﾠof	 ﾠ$2	 ﾠor	 ﾠmore	 ﾠfor	 ﾠ
withdrawing	 ﾠcash	 ﾠfrom	 ﾠa	 ﾠcash	 ﾠmachine.	 ﾠOf	 ﾠcourse,	 ﾠmany	 ﾠoperators	 ﾠin	 ﾠthe	 ﾠfinancial	 ﾠ
services	 ﾠindustry	 ﾠare	 ﾠused	 ﾠto	 ﾠpaying	 ﾠno	 ﾠfees	 ﾠwhatsoever	 ﾠwhen	 ﾠperforming	 ﾠa	 ﾠtransaction,	 ﾠ
and	 ﾠthis	 ﾠis	 ﾠindeed	 ﾠone	 ﾠof	 ﾠthe	 ﾠreasons	 ﾠwhy	 ﾠtraders	 ﾠ(and	 ﾠtheir	 ﾠcomputers)	 ﾠwill	 ﾠhappily	 ﾠ
make	 ﾠliterally	 ﾠhundreds	 ﾠof	 ﾠoperations	 ﾠper	 ﾠsecond.	 ﾠ	 ﾠThere	 ﾠcan	 ﾠbe	 ﾠlittle	 ﾠdoubt	 ﾠthat	 ﾠsuch	 ﾠ
players	 ﾠwill	 ﾠobject	 ﾠstrongly	 ﾠto	 ﾠthe	 ﾠidea	 ﾠof	 ﾠhaving	 ﾠa	 ﾠtransaction	 ﾠfee	 ﾠto	 ﾠpay	 ﾠfor	 ﾠeach	 ﾠ
operation,	 ﾠeven	 ﾠat	 ﾠa	 ﾠmodest	 ﾠrate	 ﾠof	 ﾠ1%.	 ﾠHowever,	 ﾠthere	 ﾠis	 ﾠno	 ﾠobvious	 ﾠreason	 ﾠwhy,	 ﾠwhen	 ﾠ
banks	 ﾠcharge	 ﾠordinary	 ﾠconsumers	 ﾠlarge	 ﾠtransaction	 ﾠfees	 ﾠevery	 ﾠtime	 ﾠthey	 ﾠtransfer	 ﾠmoney	 ﾠ
from	 ﾠone	 ﾠplace	 ﾠto	 ﾠthe	 ﾠother,	 ﾠbanks	 ﾠthemselves	 ﾠshould	 ﾠbe	 ﾠable	 ﾠto	 ﾠavoid	 ﾠpaying	 ﾠanything	 ﾠat	 ﾠ
all.	 ﾠ	 ﾠ
The	 ﾠargument	 ﾠthat	 ﾠan	 ﾠFTT	 ﾠof	 ﾠ1%	 ﾠmight	 ﾠcripple	 ﾠthe	 ﾠeconomy	 ﾠseems	 ﾠcompletely	 ﾠ
fallacious.	 ﾠIf	 ﾠthe	 ﾠoperation	 ﾠis	 ﾠreally	 ﾠworth	 ﾠdoing,	 ﾠit	 ﾠwill	 ﾠbe	 ﾠstill	 ﾠworth	 ﾠdoing	 ﾠeven	 ﾠif	 ﾠ1%	 ﾠof	 ﾠ


























 have	 ﾠto	 ﾠpay	 ﾠthe	 ﾠsame	 ﾠfee,	 ﾠthe	 ﾠsystem	 ﾠwould	 ﾠallow	 ﾠfor	 ﾠtrue	 ﾠcompetition	 ﾠwithin	 ﾠthe	 ﾠ
financial	 ﾠmarkets.	 ﾠFurthermore,	 ﾠthere	 ﾠhave	 ﾠbeen	 ﾠnumerous	 ﾠcases	 ﾠof	 ﾠtransaction	 ﾠtaxes	 ﾠfor	 ﾠ
particular	 ﾠsituations	 ﾠin	 ﾠthe	 ﾠpast	 ﾠthat	 ﾠhave	 ﾠclearly	 ﾠnot	 ﾠresulted	 ﾠin	 ﾠdisaster.	 ﾠOne	 ﾠobvious	 ﾠ
example	 ﾠis	 ﾠthe	 ﾠ0.5%	 ﾠStamp	 ﾠDuty	 ﾠon	 ﾠpurchases	 ﾠof	 ﾠshares,	 ﾠintroduced	 ﾠin	 ﾠthe	 ﾠUK	 ﾠin	 ﾠ1986	 ﾠ
and	 ﾠhas	 ﾠclearly	 ﾠnot	 ﾠprevented	 ﾠthe	 ﾠdevelopment	 ﾠof	 ﾠthe	 ﾠfinancial	 ﾠservices	 ﾠindustry	 ﾠin	 ﾠthat	 ﾠ
country.	 ﾠ	 ﾠ
In	 ﾠthe	 ﾠrest	 ﾠof	 ﾠthis	 ﾠpaper,	 ﾠwe	 ﾠwill	 ﾠdiscuss	 ﾠsome	 ﾠof	 ﾠthe	 ﾠadvantages	 ﾠand	 ﾠdisadvantages	 ﾠof	 ﾠ
this	 ﾠradical	 ﾠchange	 ﾠto	 ﾠthe	 ﾠway	 ﾠgovernment	 ﾠspending	 ﾠis	 ﾠfinanced.	 ﾠ	 ﾠFirst,	 ﾠwe	 ﾠwill	 ﾠlook	 ﾠat	 ﾠ
the	 ﾠbasic	 ﾠquestion	 ﾠof	 ﾠhow	 ﾠsuch	 ﾠa	 ﾠFlat	 ﾠRate	 ﾠFTT	 ﾠmight	 ﾠbe	 ﾠimplemented.	 ﾠThen	 ﾠwe	 ﾠwill	 ﾠ
examine	 ﾠsome	 ﾠof	 ﾠthe	 ﾠadvantages	 ﾠof	 ﾠsuch	 ﾠa	 ﾠscheme.	 ﾠ
Implementing	 ﾠa	 ﾠFlat	 ﾠRate	 ﾠFTT	 ﾠ
Until	 ﾠrelatively	 ﾠrecently,	 ﾠa	 ﾠFlat	 ﾠRate	 ﾠFTT	 ﾠwould	 ﾠhave	 ﾠbeen	 ﾠtechnically	 ﾠvery	 ﾠdifficult	 ﾠto	 ﾠ
implement,	 ﾠbut	 ﾠwith	 ﾠthe	 ﾠintroduction	 ﾠof	 ﾠelectronic	 ﾠbanking	 ﾠthe	 ﾠpercentage	 ﾠof	 ﾠeconomic	 ﾠ
transactions	 ﾠthat	 ﾠcan	 ﾠbe	 ﾠdirectly	 ﾠmonitored	 ﾠthrough	 ﾠthe	 ﾠbanking	 ﾠsystem	 ﾠhas	 ﾠbecome	 ﾠ
increasingly	 ﾠhigh.	 ﾠImportantly,	 ﾠimposing	 ﾠa	 ﾠlevy	 ﾠon	 ﾠeach	 ﾠtransaction	 ﾠwould	 ﾠbe	 ﾠextremely	 ﾠ
simple	 ﾠto	 ﾠimplement	 ﾠ–	 ﾠfar	 ﾠsimpler	 ﾠthan	 ﾠthe	 ﾠvast	 ﾠmajority	 ﾠof	 ﾠtaxation	 ﾠmethods	 ﾠthat	 ﾠare	 ﾠ
normally	 ﾠused.	 ﾠ	 ﾠ
With	 ﾠthe	 ﾠsimplest	 ﾠimplementation,	 ﾠthe	 ﾠtax	 ﾠraised	 ﾠwithin	 ﾠa	 ﾠparticular	 ﾠcountry	 ﾠwould	 ﾠgo	 ﾠ
directly	 ﾠto	 ﾠthe	 ﾠgovernment	 ﾠof	 ﾠthat	 ﾠcountry.	 ﾠIn	 ﾠthe	 ﾠcase	 ﾠof	 ﾠa	 ﾠtransaction	 ﾠinvolving	 ﾠthe	 ﾠ
transfer	 ﾠfrom	 ﾠone	 ﾠcountry	 ﾠto	 ﾠanother,	 ﾠa	 ﾠsimple	 ﾠsolution	 ﾠwould	 ﾠbe	 ﾠfor	 ﾠeach	 ﾠof	 ﾠthe	 ﾠ
countries	 ﾠinvolved	 ﾠto	 ﾠreceive	 ﾠhalf	 ﾠthe	 ﾠamount	 ﾠraised.	 ﾠThus,	 ﾠwith	 ﾠa	 ﾠ1%	 ﾠFTT,	 ﾠthe	 ﾠsource	 ﾠ
country	 ﾠwould	 ﾠreceive	 ﾠ0.5%	 ﾠand	 ﾠthe	 ﾠreceiving	 ﾠcountry's	 ﾠgovernment	 ﾠwould	 ﾠreceive	 ﾠthe	 ﾠ
other	 ﾠ0.5%.	 ﾠHowever,	 ﾠas	 ﾠcan	 ﾠbe	 ﾠseen	 ﾠfrom	 ﾠTable	 ﾠ1,	 ﾠthe	 ﾠconcentration	 ﾠof	 ﾠfinancial	 ﾠactivity	 ﾠ
in	 ﾠthree	 ﾠmajor	 ﾠplayers	 ﾠ(the	 ﾠUS,	 ﾠthe	 ﾠUK	 ﾠand	 ﾠGermany)	 ﾠmeans	 ﾠthat	 ﾠthese	 ﾠcountries	 ﾠwould	 ﾠ
benefit	 ﾠmuch	 ﾠmore	 ﾠfrom	 ﾠsuch	 ﾠan	 ﾠarrangement,	 ﾠand	 ﾠthat	 ﾠcould	 ﾠclearly	 ﾠbe	 ﾠconsidered	 ﾠ
unfair.	 ﾠA	 ﾠsimilar	 ﾠsituation	 ﾠexists	 ﾠin	 ﾠthe	 ﾠcase	 ﾠof	 ﾠBelgium,	 ﾠwhere	 ﾠthe	 ﾠratio	 ﾠbetween	 ﾠ
financial	 ﾠtransactions	 ﾠand	 ﾠtax	 ﾠrevenues	 ﾠis	 ﾠalso	 ﾠvery	 ﾠhigh	 ﾠ(around	 ﾠ2400:1).	 ﾠVarious	 ﾠ
possibilities	 ﾠcan	 ﾠbe	 ﾠconsidered,	 ﾠsuch	 ﾠas	 ﾠdiverting	 ﾠa	 ﾠsubstantial	 ﾠproportion	 ﾠof	 ﾠthe	 ﾠexcess	 ﾠ
revenue	 ﾠfrom	 ﾠthese	 ﾠsorts	 ﾠof	 ﾠfinancial	 ﾠtransaction	 ﾠinto	 ﾠan	 ﾠinternational	 ﾠfund.	 ﾠBut	 ﾠit	 ﾠis	 ﾠalso	 ﾠ
possible	 ﾠthat	 ﾠsome	 ﾠof	 ﾠthese	 ﾠdistortions	 ﾠwould	 ﾠdiminish	 ﾠas	 ﾠa	 ﾠresult	 ﾠof	 ﾠthe	 ﾠreduction	 ﾠin	 ﾠ
excessive	 ﾠtrading	 ﾠthat	 ﾠwould	 ﾠprobably	 ﾠfollow	 ﾠthe	 ﾠintroduction	 ﾠof	 ﾠan	 ﾠFTT.	 ﾠNevertheless,	 ﾠit	 ﾠ
can	 ﾠbe	 ﾠseen	 ﾠthat	 ﾠin	 ﾠmost	 ﾠcountries,	 ﾠthe	 ﾠlevel	 ﾠof	 ﾠFTT	 ﾠrequired	 ﾠto	 ﾠcompletely	 ﾠreplace	 ﾠall	 ﾠthe	 ﾠ
existing	 ﾠsources	 ﾠof	 ﾠtax	 ﾠrevenue	 ﾠis	 ﾠalways	 ﾠwell	 ﾠbelow	 ﾠ1%.	 ﾠ	 ﾠ
Another	 ﾠimportant	 ﾠquestion	 ﾠwould	 ﾠconcern	 ﾠthe	 ﾠsituation	 ﾠwhere	 ﾠnot	 ﾠall	 ﾠcountries	 ﾠhave	 ﾠ
implemented	 ﾠthe	 ﾠFlat	 ﾠRate	 ﾠFTT.	 ﾠ	 ﾠIt	 ﾠhas	 ﾠbeen	 ﾠcalculated	 ﾠthat	 ﾠroughly	 ﾠ97%	 ﾠof	 ﾠall	 ﾠfinancial	 ﾠ
transactions	 ﾠoccur	 ﾠwithin	 ﾠstates	 ﾠthat	 ﾠare	 ﾠpart	 ﾠof	 ﾠthe	 ﾠG20	 ﾠgroup.	 ﾠAs	 ﾠa	 ﾠconsequence,	 ﾠif	 ﾠthe	 ﾠ
G20	 ﾠnations	 ﾠwere	 ﾠall	 ﾠto	 ﾠimplement	 ﾠthe	 ﾠscheme,	 ﾠthe	 ﾠpercentage	 ﾠof	 ﾠfinancial	 ﾠtransactions	 ﾠ
that	 ﾠwould	 ﾠescape	 ﾠthe	 ﾠtax	 ﾠwould	 ﾠalready	 ﾠbe	 ﾠlow.	 ﾠHowever,	 ﾠit	 ﾠis	 ﾠclearly	 ﾠimportant	 ﾠto	 ﾠ
discourage	 ﾠcountries	 ﾠoutside	 ﾠthe	 ﾠG20	 ﾠnations	 ﾠfrom	 ﾠgaining	 ﾠa	 ﾠcompetitive	 ﾠadvantage	 ﾠby	 ﾠ
not	 ﾠimplementing	 ﾠthe	 ﾠscheme.	 ﾠ	 ﾠThis	 ﾠmight	 ﾠbe	 ﾠachieved	 ﾠby	 ﾠimposing	 ﾠa	 ﾠhigher	 ﾠFTT	 ﾠrate	 ﾠ
(for	 ﾠexample	 ﾠ2%)	 ﾠfor	 ﾠall	 ﾠtransactions	 ﾠtowards	 ﾠa	 ﾠcountry	 ﾠthat	 ﾠwas	 ﾠnot	 ﾠinvolved	 ﾠin	 ﾠthe	 ﾠ
scheme.	 ﾠObviously,	 ﾠthe	 ﾠprecise	 ﾠvalue	 ﾠof	 ﾠthis	 ﾠcharge	 ﾠcould	 ﾠbe	 ﾠfixed	 ﾠsuch	 ﾠthat	 ﾠindividuals	 ﾠ


























 One	 ﾠarea	 ﾠof	 ﾠthe	 ﾠeconomy	 ﾠthat	 ﾠwould	 ﾠclearly	 ﾠbe	 ﾠdifficult	 ﾠto	 ﾠintegrate	 ﾠinto	 ﾠthe	 ﾠsystem	 ﾠ
would	 ﾠbe	 ﾠthose	 ﾠtransactions	 ﾠinvolving	 ﾠcash,	 ﾠbecause	 ﾠit	 ﾠis	 ﾠobviously	 ﾠdifficult	 ﾠif	 ﾠnot	 ﾠ
impossible	 ﾠto	 ﾠkeep	 ﾠtrack	 ﾠof	 ﾠtransactions	 ﾠthat	 ﾠdo	 ﾠnot	 ﾠpass	 ﾠvia	 ﾠan	 ﾠelectronic	 ﾠpayment	 ﾠ
mechanism.	 ﾠHowever,	 ﾠgiven	 ﾠthe	 ﾠrelatively	 ﾠlow	 ﾠtransaction	 ﾠvalue	 ﾠbeing	 ﾠproposed	 ﾠ(1%),	 ﾠit	 ﾠ
is	 ﾠlikely	 ﾠthat	 ﾠthe	 ﾠvast	 ﾠmajority	 ﾠof	 ﾠusers	 ﾠwill	 ﾠnaturally	 ﾠprefer	 ﾠto	 ﾠuse	 ﾠelectronic	 ﾠmeans	 ﾠ
rather	 ﾠthan	 ﾠcash	 ﾠfor	 ﾠreasons	 ﾠof	 ﾠsecurity.	 ﾠEven	 ﾠtoday,	 ﾠit	 ﾠis	 ﾠoften	 ﾠpossible	 ﾠto	 ﾠobtain	 ﾠlower	 ﾠ
prices	 ﾠby	 ﾠpaying	 ﾠcash	 ﾠrather	 ﾠthan	 ﾠusing	 ﾠa	 ﾠcredit	 ﾠcard.	 ﾠAnd	 ﾠyet	 ﾠthis	 ﾠdoes	 ﾠnot	 ﾠprevent	 ﾠ
people	 ﾠfrom	 ﾠpreferring	 ﾠto	 ﾠuse	 ﾠelectronic	 ﾠpayment.	 ﾠCarrying	 ﾠlarge	 ﾠamounts	 ﾠof	 ﾠcash	 ﾠ
around	 ﾠis	 ﾠclearly	 ﾠvery	 ﾠrisky,	 ﾠand	 ﾠthis	 ﾠis	 ﾠeven	 ﾠmore	 ﾠobviously	 ﾠa	 ﾠproblem	 ﾠwith	 ﾠlarger	 ﾠsums.	 ﾠ	 ﾠ
Nevertheless,	 ﾠit	 ﾠwill	 ﾠclearly	 ﾠbe	 ﾠimportant	 ﾠto	 ﾠencourage	 ﾠmore	 ﾠpeople	 ﾠto	 ﾠopt	 ﾠfor	 ﾠelectronic	 ﾠ
payment	 ﾠrather	 ﾠthan	 ﾠcash,	 ﾠand	 ﾠnew	 ﾠmethods	 ﾠincluding	 ﾠtop-ﾭ‐up	 ﾠcash	 ﾠcards	 ﾠand	 ﾠmobile	 ﾠ
phones	 ﾠare	 ﾠcoming	 ﾠon	 ﾠstream	 ﾠthat	 ﾠare	 ﾠlikely	 ﾠto	 ﾠmake	 ﾠthe	 ﾠuse	 ﾠof	 ﾠcash	 ﾠless	 ﾠand	 ﾠless	 ﾠ
common	 ﾠin	 ﾠthe	 ﾠnext	 ﾠfew	 ﾠyears.	 ﾠOne	 ﾠadditional	 ﾠmechanism	 ﾠthat	 ﾠcould	 ﾠpotentially	 ﾠbe	 ﾠused	 ﾠ
to	 ﾠdiscourage	 ﾠthe	 ﾠuse	 ﾠof	 ﾠcash	 ﾠcould	 ﾠbe	 ﾠto	 ﾠimpose	 ﾠan	 ﾠadditional	 ﾠsurcharge	 ﾠfor	 ﾠ
withdrawing	 ﾠcash	 ﾠfrom	 ﾠa	 ﾠcash	 ﾠdispenser.	 ﾠFor	 ﾠexample,	 ﾠsuppose	 ﾠthat	 ﾠthe	 ﾠcharge	 ﾠfor	 ﾠ
withdrawing	 ﾠcash	 ﾠwas	 ﾠ2%	 ﾠinstead	 ﾠof	 ﾠthe	 ﾠ1%	 ﾠcharged	 ﾠfor	 ﾠmaking	 ﾠan	 ﾠelectronic	 ﾠ
transaction.	 ﾠThis	 ﾠwould	 ﾠno	 ﾠdoubt	 ﾠsubstantially	 ﾠreduce	 ﾠthe	 ﾠattractiveness	 ﾠof	 ﾠusing	 ﾠcash	 ﾠ
for	 ﾠpayments.	 ﾠ	 ﾠ
Advantages	 ﾠof	 ﾠa	 ﾠFlat	 ﾠRate	 ﾠFTT.	 ﾠ
In	 ﾠthis	 ﾠsection	 ﾠI	 ﾠwill	 ﾠconsider	 ﾠsome	 ﾠof	 ﾠthe	 ﾠkey	 ﾠarguments	 ﾠfor	 ﾠpreferring	 ﾠa	 ﾠFlat	 ﾠRate	 ﾠFTT	 ﾠ
mechanism	 ﾠover	 ﾠconventional	 ﾠtaxation	 ﾠmethods.	 ﾠ
A	 ﾠFlat-ﾭ‐Rate	 ﾠFTT	 ﾠis	 ﾠfair.	 ﾠ	 ﾠ
For	 ﾠmany	 ﾠpeople,	 ﾠthe	 ﾠmost	 ﾠimportant	 ﾠcharacteristic	 ﾠof	 ﾠany	 ﾠtax	 ﾠsystem	 ﾠis	 ﾠthat	 ﾠit	 ﾠhas	 ﾠto	 ﾠbe	 ﾠ
fair.	 ﾠImposing	 ﾠa	 ﾠ1%	 ﾠtax	 ﾠon	 ﾠall	 ﾠfinancial	 ﾠtransactions,	 ﾠirrespective	 ﾠof	 ﾠwho	 ﾠis	 ﾠperforming	 ﾠ
the	 ﾠtransaction,	 ﾠis	 ﾠby	 ﾠdefinition	 ﾠfair	 ﾠin	 ﾠthat	 ﾠit	 ﾠwould	 ﾠaffect	 ﾠeveryone	 ﾠin	 ﾠexactly	 ﾠthe	 ﾠsame	 ﾠ
way,	 ﾠirrespective	 ﾠof	 ﾠwho	 ﾠthey	 ﾠare,	 ﾠwhere	 ﾠthey	 ﾠlive	 ﾠand	 ﾠwhat	 ﾠtheir	 ﾠincome	 ﾠis.	 ﾠ	 ﾠCompare	 ﾠ
this	 ﾠwith	 ﾠthe	 ﾠcurrent	 ﾠsystem	 ﾠin	 ﾠwhich	 ﾠthe	 ﾠaverage	 ﾠman	 ﾠin	 ﾠthe	 ﾠstreet	 ﾠwill	 ﾠtypically	 ﾠhave	 ﾠto	 ﾠ
pay	 ﾠVAT	 ﾠat	 ﾠaround	 ﾠ20%	 ﾠon	 ﾠeverything	 ﾠthat	 ﾠthey	 ﾠpurchase	 ﾠwhereas	 ﾠtraders	 ﾠin	 ﾠthe	 ﾠ
financial	 ﾠindustry	 ﾠcan	 ﾠfreely	 ﾠbuy	 ﾠand	 ﾠsell	 ﾠcurrencies,	 ﾠbonds,	 ﾠderivatives	 ﾠand	 ﾠso	 ﾠforth	 ﾠat	 ﾠ
essentially	 ﾠno	 ﾠcost	 ﾠwhatsoever.	 ﾠIn	 ﾠmany	 ﾠplaces,	 ﾠthe	 ﾠtax	 ﾠburden	 ﾠfor	 ﾠthe	 ﾠleast	 ﾠwell	 ﾠoff	 ﾠin	 ﾠ
society	 ﾠcan	 ﾠbe	 ﾠeven	 ﾠhigher.	 ﾠIn	 ﾠBrazil	 ﾠfor	 ﾠexample,	 ﾠthe	 ﾠgovernment	 ﾠhas	 ﾠimposed	 ﾠa	 ﾠtax	 ﾠon	 ﾠ
locally	 ﾠproduced	 ﾠgoods	 ﾠsuch	 ﾠas	 ﾠsugar	 ﾠand	 ﾠcoffee	 ﾠthat	 ﾠcan	 ﾠbe	 ﾠ40-ﾭ‐50%.	 ﾠSurely,	 ﾠon	 ﾠthe	 ﾠ
grounds	 ﾠof	 ﾠsimple	 ﾠnatural	 ﾠjustice,	 ﾠsuch	 ﾠa	 ﾠsystem	 ﾠis	 ﾠnot	 ﾠdefensible.	 ﾠThe	 ﾠnatural	 ﾠinstincts	 ﾠ
of	 ﾠany	 ﾠright-ﾭ‐minded	 ﾠperson	 ﾠwould	 ﾠsurely	 ﾠfavour	 ﾠa	 ﾠtaxation	 ﾠsystem	 ﾠwhere	 ﾠparticular	 ﾠ
groups	 ﾠare	 ﾠnot	 ﾠgiven	 ﾠfavourable	 ﾠtreatment.	 ﾠ	 ﾠ
A	 ﾠFlat-ﾭ‐Rate	 ﾠFTT	 ﾠis	 ﾠcheap	 ﾠto	 ﾠimplement	 ﾠ
As	 ﾠalready	 ﾠmentioned,	 ﾠwith	 ﾠthe	 ﾠadvent	 ﾠof	 ﾠelectronic	 ﾠbanking,	 ﾠthe	 ﾠimposition	 ﾠof	 ﾠa	 ﾠflat	 ﾠrate	 ﾠ
FTT	 ﾠwould	 ﾠbe	 ﾠremarkably	 ﾠeasy	 ﾠand	 ﾠalso	 ﾠvery	 ﾠcheap	 ﾠto	 ﾠimplement.	 ﾠIn	 ﾠthe	 ﾠend,	 ﾠit	 ﾠonly	 ﾠ
requires	 ﾠa	 ﾠsmall	 ﾠmodification	 ﾠto	 ﾠthe	 ﾠsoftware	 ﾠused	 ﾠby	 ﾠthe	 ﾠbanks	 ﾠand	 ﾠclearing	 ﾠsystems	 ﾠto	 ﾠ
handle	 ﾠthe	 ﾠtransactions.	 ﾠFurthermore,	 ﾠit	 ﾠis	 ﾠfar	 ﾠeasier	 ﾠto	 ﾠcheck	 ﾠthe	 ﾠoperation	 ﾠof	 ﾠa	 ﾠsystem	 ﾠ
because	 ﾠmuch	 ﾠof	 ﾠthe	 ﾠnecessary	 ﾠmonitoring	 ﾠsystem	 ﾠis	 ﾠalready	 ﾠin	 ﾠplace.	 ﾠFor	 ﾠexample,	 ﾠthe	 ﾠ
Bank	 ﾠfor	 ﾠInternational	 ﾠSettlements	 ﾠalready	 ﾠhas	 ﾠa	 ﾠdetailed	 ﾠrecord	 ﾠof	 ﾠthe	 ﾠvast	 ﾠmajority	 ﾠof	 ﾠ
transactions	 ﾠthat	 ﾠare	 ﾠcurrently	 ﾠbeing	 ﾠmade.	 ﾠThe	 ﾠdifference	 ﾠwith	 ﾠmore	 ﾠconventional	 ﾠ
taxation	 ﾠmethods	 ﾠcould	 ﾠnot	 ﾠbe	 ﾠmore	 ﾠobvious.	 ﾠFor	 ﾠexample,	 ﾠconventional	 ﾠincome	 ﾠtax	 ﾠis	 ﾠ


























 revenue	 ﾠraised	 ﾠby	 ﾠincome	 ﾠtax	 ﾠis	 ﾠwasted	 ﾠin	 ﾠcollecting	 ﾠit.	 ﾠAnd	 ﾠwhere	 ﾠthere	 ﾠis	 ﾠdeliberate	 ﾠtax	 ﾠ
evasion,	 ﾠthe	 ﾠcosts	 ﾠrise	 ﾠto	 ﾠ7%	 ﾠor	 ﾠmore	 ﾠ(Cintra	 ﾠ2009).	 ﾠThis	 ﾠis	 ﾠclearly	 ﾠmoney	 ﾠthat	 ﾠis	 ﾠjust	 ﾠ
being	 ﾠwasted	 ﾠin	 ﾠthe	 ﾠcurrent	 ﾠsystem,	 ﾠmoney	 ﾠthat	 ﾠwould	 ﾠbe	 ﾠused	 ﾠfar	 ﾠmore	 ﾠefficiently	 ﾠ
under	 ﾠthe	 ﾠproposed	 ﾠmechanism.	 ﾠ
A	 ﾠFlat-ﾭ‐Rate	 ﾠFTT	 ﾠwould	 ﾠbe	 ﾠvirtually	 ﾠimpossible	 ﾠto	 ﾠavoid	 ﾠ	 ﾠ
With	 ﾠconventional	 ﾠtaxes	 ﾠbased	 ﾠon	 ﾠincome	 ﾠtax,	 ﾠVAT	 ﾠdeclarations	 ﾠand	 ﾠso	 ﾠon,	 ﾠa	 ﾠgreat	 ﾠdeal	 ﾠof	 ﾠ
effort	 ﾠand	 ﾠinvestment	 ﾠis	 ﾠspent	 ﾠon	 ﾠtrying	 ﾠto	 ﾠminimise	 ﾠtaxation.	 ﾠIndeed,	 ﾠthere	 ﾠis	 ﾠan	 ﾠentire	 ﾠ
industry	 ﾠbuilt	 ﾠaround	 ﾠadvising	 ﾠclients	 ﾠabout	 ﾠthe	 ﾠbest	 ﾠway	 ﾠto	 ﾠavoid	 ﾠpaying	 ﾠtax.	 ﾠIn	 ﾠthe	 ﾠcase	 ﾠ
of	 ﾠan	 ﾠFTT	 ﾠbased	 ﾠsystem,	 ﾠthis	 ﾠsort	 ﾠof	 ﾠtax	 ﾠavoidance	 ﾠwould	 ﾠessentially	 ﾠdisappear	 ﾠbecause	 ﾠ
there	 ﾠwould	 ﾠbe	 ﾠno	 ﾠpractical	 ﾠway	 ﾠof	 ﾠavoiding	 ﾠthe	 ﾠtaxes.	 ﾠFurthermore,	 ﾠthe	 ﾠeffort	 ﾠthat	 ﾠ
would	 ﾠneed	 ﾠto	 ﾠbe	 ﾠinvested	 ﾠto	 ﾠavoid	 ﾠpaying	 ﾠ1%	 ﾠon	 ﾠa	 ﾠtransaction	 ﾠwould	 ﾠrarely	 ﾠbe	 ﾠ
worthwhile.	 ﾠ	 ﾠ
Removing	 ﾠconventional	 ﾠtaxes	 ﾠwould	 ﾠmake	 ﾠtax-ﾭ‐havens	 ﾠlargely	 ﾠirrelevant	 ﾠ
Replacing	 ﾠconventional	 ﾠtaxes	 ﾠon	 ﾠcompany	 ﾠprofits	 ﾠwould	 ﾠmake	 ﾠthe	 ﾠexistence	 ﾠof	 ﾠtax-ﾭ‐
havens	 ﾠirrelevant.	 ﾠSince	 ﾠcompanies	 ﾠwould	 ﾠno	 ﾠlonger	 ﾠneed	 ﾠto	 ﾠpay	 ﾠtax	 ﾠon	 ﾠtheir	 ﾠprofits,	 ﾠ
there	 ﾠwould	 ﾠbe	 ﾠlittle	 ﾠpoint	 ﾠin	 ﾠtransferring	 ﾠfunds	 ﾠto	 ﾠoff-ﾭ‐shore	 ﾠtax	 ﾠhavens.	 ﾠMoney	 ﾠis	 ﾠonly	 ﾠof	 ﾠ
any	 ﾠuse	 ﾠwhen	 ﾠit	 ﾠis	 ﾠused	 ﾠto	 ﾠpurchase	 ﾠgoods	 ﾠand	 ﾠservices	 ﾠor	 ﾠto	 ﾠmake	 ﾠinvestments.	 ﾠHaving	 ﾠ
money	 ﾠin	 ﾠoff-ﾭ‐shore	 ﾠaccounts	 ﾠwould	 ﾠtherefore	 ﾠbe	 ﾠof	 ﾠlittle	 ﾠuse	 ﾠand	 ﾠwould	 ﾠprobably	 ﾠbecome	 ﾠ
irrelevant.	 ﾠ	 ﾠ
A	 ﾠFlat-ﾭ‐Rate	 ﾠFTT	 ﾠwould	 ﾠprovide	 ﾠa	 ﾠlevel	 ﾠplaying	 ﾠfield	 ﾠ	 ﾠ
Competition	 ﾠbetween	 ﾠcompanies	 ﾠwould	 ﾠoperate	 ﾠwith	 ﾠa	 ﾠtruly	 ﾠlevel	 ﾠplaying	 ﾠfield.	 ﾠIn	 ﾠthe	 ﾠ
current	 ﾠsituation	 ﾠmultinational	 ﾠcorporations	 ﾠhave	 ﾠan	 ﾠunfair	 ﾠadvantage	 ﾠover	 ﾠlocally	 ﾠ
based	 ﾠcompanies	 ﾠbecause	 ﾠthey	 ﾠare	 ﾠable	 ﾠto	 ﾠuse	 ﾠdevious	 ﾠaccounting	 ﾠprocedures	 ﾠto	 ﾠavoid	 ﾠ
paying	 ﾠtaxes	 ﾠinvolving	 ﾠcomplex	 ﾠinvestment	 ﾠschemes	 ﾠin	 ﾠwhich	 ﾠprofits	 ﾠare	 ﾠcirculated	 ﾠfrom	 ﾠ
one	 ﾠlocation	 ﾠto	 ﾠanother	 ﾠin	 ﾠorder	 ﾠto	 ﾠreduce	 ﾠthe	 ﾠamount	 ﾠof	 ﾠtax	 ﾠpaid.	 ﾠSuch	 ﾠmethods	 ﾠare	 ﾠ
clearly	 ﾠnot	 ﾠan	 ﾠoption	 ﾠfor	 ﾠcompanies	 ﾠthat	 ﾠare	 ﾠbased	 ﾠin	 ﾠjust	 ﾠone	 ﾠcountry.	 ﾠAs	 ﾠa	 ﾠconsequence	 ﾠ
one	 ﾠof	 ﾠthe	 ﾠvery	 ﾠpositive	 ﾠspin-ﾭ‐off	 ﾠeffects	 ﾠof	 ﾠswitching	 ﾠfrom	 ﾠa	 ﾠprofits	 ﾠbased	 ﾠtaxation	 ﾠsystem	 ﾠ
to	 ﾠone	 ﾠthat	 ﾠonly	 ﾠdepended	 ﾠon	 ﾠthe	 ﾠlevel	 ﾠof	 ﾠfinancial	 ﾠtransactions	 ﾠis	 ﾠthat	 ﾠit	 ﾠwould	 ﾠgreatly	 ﾠ
reduce	 ﾠthe	 ﾠhuge	 ﾠdisparities	 ﾠbetween	 ﾠdifferent	 ﾠactors	 ﾠin	 ﾠthe	 ﾠeconomy.	 ﾠ
A	 ﾠFlat-ﾭ‐Rate	 ﾠFTT	 ﾠtaxes	 ﾠthose	 ﾠactors	 ﾠin	 ﾠthe	 ﾠeconomy	 ﾠwho	 ﾠcan	 ﾠpay	 ﾠ
Above	 ﾠall,	 ﾠit	 ﾠseems	 ﾠclear	 ﾠthat	 ﾠa	 ﾠflat-ﾭ‐rate	 ﾠFTT	 ﾠat	 ﾠ1%	 ﾠwould	 ﾠtarget	 ﾠthose	 ﾠactors	 ﾠin	 ﾠthe	 ﾠ
economy	 ﾠthat	 ﾠare	 ﾠusing	 ﾠmoney	 ﾠin	 ﾠdirect	 ﾠproportion	 ﾠto	 ﾠtheir	 ﾠability	 ﾠto	 ﾠpay.	 ﾠIn	 ﾠthe	 ﾠpresent	 ﾠ
system,	 ﾠinvented	 ﾠat	 ﾠa	 ﾠtime	 ﾠwhen	 ﾠa	 ﾠtransaction	 ﾠtax	 ﾠwas	 ﾠimpossible	 ﾠto	 ﾠimplement,	 ﾠthe	 ﾠtax	 ﾠ
revenues	 ﾠtypically	 ﾠdepend	 ﾠmainly	 ﾠon	 ﾠpeople	 ﾠ(and	 ﾠcompanies)	 ﾠfilling	 ﾠin	 ﾠdeclarations	 ﾠof	 ﾠ
revenue,	 ﾠor	 ﾠon	 ﾠsimple	 ﾠsales	 ﾠtaxes.	 ﾠThis	 ﾠresults	 ﾠin	 ﾠa	 ﾠsystem	 ﾠin	 ﾠwhich	 ﾠthe	 ﾠconsumer	 ﾠhas	 ﾠto	 ﾠ
shoulder	 ﾠa	 ﾠcompletely	 ﾠunreasonable	 ﾠpercentage	 ﾠof	 ﾠthe	 ﾠtotal	 ﾠtaxation	 ﾠrevenue,	 ﾠwhereas	 ﾠ
the	 ﾠmultinationals	 ﾠand	 ﾠthe	 ﾠfinancial	 ﾠmarkets	 ﾠare	 ﾠleft	 ﾠuntouched.	 ﾠThe	 ﾠastonishing	 ﾠ
numbers	 ﾠthat	 ﾠare	 ﾠgenerated	 ﾠby	 ﾠjust	 ﾠusing	 ﾠa	 ﾠflat	 ﾠrate	 ﾠFTT	 ﾠof	 ﾠ1%	 ﾠdemonstrate	 ﾠjust	 ﾠhow	 ﾠ



























 Other	 ﾠadvantages	 ﾠrelated	 ﾠto	 ﾠthe	 ﾠswitch	 ﾠfrom	 ﾠconventional	 ﾠtaxes	 ﾠ
The	 ﾠabolition	 ﾠof	 ﾠtaxes	 ﾠon	 ﾠprofits	 ﾠwould	 ﾠbe	 ﾠa	 ﾠmajor	 ﾠincentive	 ﾠto	 ﾠthe	 ﾠeconomy.	 ﾠ
The	 ﾠcurrent	 ﾠtax	 ﾠsystem	 ﾠactively	 ﾠdiscourages	 ﾠcompanies	 ﾠfrom	 ﾠmaking	 ﾠlarge	 ﾠprofits	 ﾠsince	 ﾠ
large	 ﾠprofits	 ﾠare	 ﾠinvariably	 ﾠfollowed	 ﾠby	 ﾠlarge	 ﾠtax	 ﾠbills	 ﾠ(unless,	 ﾠof	 ﾠcourse,	 ﾠthe	 ﾠcompany	 ﾠis	 ﾠ
able	 ﾠto	 ﾠtake	 ﾠadvantage	 ﾠof	 ﾠthe	 ﾠnumerous	 ﾠloop-ﾭ‐holes	 ﾠthat	 ﾠallow	 ﾠthem	 ﾠto	 ﾠavoid	 ﾠpaying	 ﾠthe	 ﾠ
taxes).	 ﾠIn	 ﾠcontrast,	 ﾠwith	 ﾠan	 ﾠFTT	 ﾠbased	 ﾠtax	 ﾠsystem	 ﾠessentially	 ﾠall	 ﾠthe	 ﾠprofits	 ﾠthat	 ﾠthe	 ﾠ
company	 ﾠmakes	 ﾠcan	 ﾠbe	 ﾠused	 ﾠto	 ﾠimprove	 ﾠsalaries,	 ﾠmake	 ﾠinvestments	 ﾠand	 ﾠpay	 ﾠdividends	 ﾠ
to	 ﾠshareholders.	 ﾠThis	 ﾠwould	 ﾠsurely	 ﾠprovide	 ﾠa	 ﾠvery	 ﾠstrong	 ﾠboost	 ﾠto	 ﾠthe	 ﾠeconomy	 ﾠby	 ﾠ
directly	 ﾠlinking	 ﾠpay	 ﾠlevels	 ﾠto	 ﾠthe	 ﾠcompany's	 ﾠsuccess.	 ﾠIndeed,	 ﾠfor	 ﾠthis	 ﾠreason,	 ﾠit	 ﾠis	 ﾠ
conceivable	 ﾠthat	 ﾠeven	 ﾠa	 ﾠsingle	 ﾠcountry	 ﾠacting	 ﾠindependently	 ﾠto	 ﾠreplace	 ﾠprofit-ﾭ‐based	 ﾠ
taxation	 ﾠwith	 ﾠa	 ﾠtransaction	 ﾠtax	 ﾠcould	 ﾠbenefit	 ﾠbecause	 ﾠof	 ﾠthe	 ﾠadded	 ﾠincentive	 ﾠfor	 ﾠindustry	 ﾠ
to	 ﾠmove	 ﾠproduction	 ﾠto	 ﾠthat	 ﾠcountry.	 ﾠ	 ﾠ
Increased	 ﾠincentives	 ﾠto	 ﾠshort	 ﾠproduction	 ﾠsupply	 ﾠchains	 ﾠ
Value	 ﾠadded	 ﾠtaxes	 ﾠof	 ﾠthe	 ﾠtype	 ﾠused	 ﾠwithin	 ﾠthe	 ﾠEuropean	 ﾠUnion	 ﾠare	 ﾠnot	 ﾠonly	 ﾠcomplex	 ﾠto	 ﾠ
implement	 ﾠ–	 ﾠthey	 ﾠalso	 ﾠhave	 ﾠadditional	 ﾠdisadvantages	 ﾠcompared	 ﾠwith	 ﾠa	 ﾠsimple	 ﾠFTT	 ﾠbased	 ﾠ
mechanism.	 ﾠWhen	 ﾠthe	 ﾠproduction	 ﾠof	 ﾠa	 ﾠparticular	 ﾠcommodity	 ﾠinvolves	 ﾠa	 ﾠlarge	 ﾠnumber	 ﾠof	 ﾠ
different	 ﾠstages,	 ﾠVAT-ﾭ‐based	 ﾠmechanisms	 ﾠmean	 ﾠthat	 ﾠin	 ﾠthe	 ﾠend	 ﾠthe	 ﾠtotal	 ﾠamount	 ﾠof	 ﾠtax	 ﾠ
recovered	 ﾠdoes	 ﾠnot	 ﾠchange,	 ﾠirrespective	 ﾠof	 ﾠthe	 ﾠnumber	 ﾠof	 ﾠproduction	 ﾠstages	 ﾠbecause	 ﾠat	 ﾠ
each	 ﾠstage,	 ﾠthe	 ﾠproducer	 ﾠcan	 ﾠrecover	 ﾠtax	 ﾠpaid	 ﾠat	 ﾠearlier	 ﾠstage.	 ﾠThe	 ﾠconsumer	 ﾠwill	 ﾠpay	 ﾠthe	 ﾠ
basic	 ﾠrate	 ﾠof	 ﾠVAT,	 ﾠirrespective	 ﾠof	 ﾠthe	 ﾠnumber	 ﾠof	 ﾠsteps	 ﾠinvolved.	 ﾠIn	 ﾠcontrast,	 ﾠunder	 ﾠthe	 ﾠ
FTT	 ﾠbased	 ﾠscheme,	 ﾠthe	 ﾠ1%	 ﾠtransaction	 ﾠfee	 ﾠwill	 ﾠneed	 ﾠto	 ﾠbe	 ﾠpaid	 ﾠat	 ﾠeach	 ﾠstep	 ﾠin	 ﾠthe	 ﾠ
sequence,	 ﾠevery	 ﾠtime	 ﾠmoney	 ﾠis	 ﾠpaid	 ﾠfrom	 ﾠone	 ﾠperson	 ﾠto	 ﾠanother.	 ﾠFor	 ﾠfoods	 ﾠthat	 ﾠhave	 ﾠa	 ﾠ
VAT	 ﾠrating	 ﾠof	 ﾠ(say)	 ﾠ5%,	 ﾠthe	 ﾠtotal	 ﾠamount	 ﾠof	 ﾠtax	 ﾠwould	 ﾠonly	 ﾠbe	 ﾠmore	 ﾠfor	 ﾠan	 ﾠFTT	 ﾠbased	 ﾠ
system	 ﾠif	 ﾠthere	 ﾠwere	 ﾠmore	 ﾠthat	 ﾠroughly	 ﾠ5	 ﾠsteps	 ﾠin	 ﾠthe	 ﾠsequence.	 ﾠHowever,	 ﾠfor	 ﾠmany	 ﾠ
other	 ﾠgoods,	 ﾠthe	 ﾠeffective	 ﾠVAT	 ﾠrate	 ﾠis	 ﾠoften	 ﾠ20%	 ﾠor	 ﾠmore.	 ﾠThis	 ﾠmeans	 ﾠthat	 ﾠthe	 ﾠcost	 ﾠof	 ﾠthe	 ﾠ
goods	 ﾠwould	 ﾠoften	 ﾠbe	 ﾠlower	 ﾠusing	 ﾠan	 ﾠFTT	 ﾠbased	 ﾠsystem.	 ﾠ	 ﾠ
But	 ﾠthere	 ﾠis	 ﾠanother	 ﾠpositive	 ﾠfeature	 ﾠof	 ﾠthe	 ﾠsystem.	 ﾠImagine	 ﾠthe	 ﾠeffect	 ﾠfor	 ﾠgoods	 ﾠthat	 ﾠare	 ﾠ
produced	 ﾠlocally	 ﾠwith	 ﾠvery	 ﾠshort	 ﾠsupply	 ﾠchains.	 ﾠFor	 ﾠexample,	 ﾠconsider	 ﾠa	 ﾠfarmer	 ﾠwho	 ﾠ
grows	 ﾠhis	 ﾠown	 ﾠcrops,	 ﾠgrinds	 ﾠthe	 ﾠwheat	 ﾠto	 ﾠproduce	 ﾠhis	 ﾠown	 ﾠflour,	 ﾠbakes	 ﾠhis	 ﾠown	 ﾠbread	 ﾠ
and	 ﾠtransports	 ﾠthe	 ﾠgoods	 ﾠto	 ﾠa	 ﾠlocal	 ﾠmarket	 ﾠusing	 ﾠhis	 ﾠown	 ﾠtransportation.	 ﾠIn	 ﾠthat	 ﾠcase,	 ﾠ
only	 ﾠthe	 ﾠfinal	 ﾠpurchase	 ﾠof	 ﾠthe	 ﾠbread	 ﾠat	 ﾠthe	 ﾠmarket	 ﾠwould	 ﾠbe	 ﾠsubject	 ﾠto	 ﾠtax	 ﾠwith	 ﾠthe	 ﾠresult	 ﾠ
that	 ﾠthe	 ﾠeffective	 ﾠtax	 ﾠrate	 ﾠwould	 ﾠdrop	 ﾠto	 ﾠjust	 ﾠ1%.	 ﾠ	 ﾠ
This	 ﾠsort	 ﾠof	 ﾠprice	 ﾠadvantage	 ﾠfor	 ﾠlocally	 ﾠproduced	 ﾠgoods	 ﾠwould	 ﾠgreatly	 ﾠreduce	 ﾠthe	 ﾠ
tendency	 ﾠof	 ﾠsupermarkets	 ﾠto	 ﾠsupply	 ﾠgoods	 ﾠthat	 ﾠare	 ﾠflown	 ﾠin	 ﾠfrom	 ﾠthe	 ﾠother	 ﾠside	 ﾠof	 ﾠthe	 ﾠ
world	 ﾠ(with	 ﾠall	 ﾠthe	 ﾠecological	 ﾠconsequences	 ﾠinvolved)	 ﾠsimply	 ﾠbecause	 ﾠthe	 ﾠcurrent	 ﾠVAT	 ﾠ
based	 ﾠtaxation	 ﾠsystem	 ﾠfails	 ﾠto	 ﾠpenalise	 ﾠlong	 ﾠsupply	 ﾠchains.	 ﾠ
Increased	 ﾠincentives	 ﾠfor	 ﾠlocal	 ﾠexchanges	 ﾠ
A	 ﾠrelated	 ﾠpositive	 ﾠspin-ﾭ‐off	 ﾠof	 ﾠusing	 ﾠan	 ﾠFTT	 ﾠbased	 ﾠapproach	 ﾠcomes	 ﾠfrom	 ﾠthe	 ﾠfact	 ﾠthat	 ﾠone	 ﾠ
area	 ﾠof	 ﾠthe	 ﾠeconomy	 ﾠthat	 ﾠwould	 ﾠnot	 ﾠbe	 ﾠsubject	 ﾠto	 ﾠsuch	 ﾠtaxes	 ﾠwould	 ﾠbe	 ﾠlocal	 ﾠexchange	 ﾠ
systems	 ﾠ(L.E.T.S.	 ﾠLocal	 ﾠExchange	 ﾠTrading	 ﾠSystem).	 ﾠThese	 ﾠare	 ﾠlocally	 ﾠinitiated,	 ﾠ
democratically	 ﾠorganised,	 ﾠnot-ﾭ‐for-ﾭ‐profit	 ﾠcommunity	 ﾠenterprises	 ﾠwhich	 ﾠprovides	 ﾠa	 ﾠ
community	 ﾠinformation	 ﾠservice	 ﾠand	 ﾠrecords	 ﾠtransactions	 ﾠof	 ﾠmembers	 ﾠexchanging	 ﾠgoods	 ﾠ
and	 ﾠservices	 ﾠby	 ﾠusing	 ﾠthe	 ﾠcurrency	 ﾠof	 ﾠlocally	 ﾠcreated	 ﾠLETS	 ﾠCredits.	 ﾠWhile	 ﾠsome	 ﾠmight	 ﾠ
claim	 ﾠthat	 ﾠsuch	 ﾠsystems	 ﾠwould	 ﾠgain	 ﾠa	 ﾠcompetitive	 ﾠadvantage	 ﾠrelative	 ﾠto	 ﾠmore	 ﾠ


























 replacement	 ﾠby	 ﾠa	 ﾠlow	 ﾠ1%	 ﾠtransaction	 ﾠtax	 ﾠwould	 ﾠmean	 ﾠthat	 ﾠthe	 ﾠadvantage	 ﾠwould	 ﾠin	 ﾠany	 ﾠ
case	 ﾠbe	 ﾠvery	 ﾠslight.	 ﾠBut,	 ﾠin	 ﾠany	 ﾠcase,	 ﾠit	 ﾠcould	 ﾠeasily	 ﾠbe	 ﾠargued	 ﾠthat	 ﾠsuch	 ﾠsystems	 ﾠhave	 ﾠa	 ﾠ
number	 ﾠof	 ﾠhighly	 ﾠdesirable	 ﾠfeatures	 ﾠincluding	 ﾠthe	 ﾠincrease	 ﾠin	 ﾠlocal	 ﾠcollaboration	 ﾠ
between	 ﾠneighbours,	 ﾠwhich	 ﾠis	 ﾠpolitically	 ﾠvery	 ﾠpositive.	 ﾠ	 ﾠ
Perspectives	 ﾠ
We	 ﾠhave	 ﾠseen	 ﾠthat,	 ﾠgiven	 ﾠthe	 ﾠincredibly	 ﾠhigh	 ﾠlevels	 ﾠof	 ﾠfinancial	 ﾠtransactions	 ﾠwithin	 ﾠthe	 ﾠ
world	 ﾠeconomy,	 ﾠeven	 ﾠa	 ﾠmodest	 ﾠfinancial	 ﾠtransaction	 ﾠtax	 ﾠ(between	 ﾠ0.1%	 ﾠand	 ﾠ1%)	 ﾠwould	 ﾠ
be	 ﾠsufficient	 ﾠto	 ﾠcompletely	 ﾠeliminate	 ﾠthe	 ﾠneed	 ﾠfor	 ﾠthe	 ﾠconventional	 ﾠtax	 ﾠsystems	 ﾠthat	 ﾠ
concentrate	 ﾠon	 ﾠtaxing	 ﾠincome,	 ﾠprofits	 ﾠand	 ﾠsales.	 ﾠ	 ﾠNevertheless,	 ﾠit	 ﾠis	 ﾠnot	 ﾠbecause	 ﾠone	 ﾠ
could	 ﾠin	 ﾠprinciple	 ﾠeliminate	 ﾠall	 ﾠexisting	 ﾠtaxes	 ﾠthat	 ﾠone	 ﾠshould.	 ﾠFor	 ﾠexample,	 ﾠthere	 ﾠare	 ﾠ
numerous	 ﾠtaxes	 ﾠthat	 ﾠhave	 ﾠother	 ﾠfunctions	 ﾠbeyond	 ﾠthat	 ﾠof	 ﾠsimply	 ﾠraising	 ﾠrevenue	 ﾠfor	 ﾠ
governments.	 ﾠ	 ﾠFor	 ﾠexample,	 ﾠhigh	 ﾠtaxes	 ﾠon	 ﾠtobacco	 ﾠand	 ﾠalcohol	 ﾠcan	 ﾠeasily	 ﾠbe	 ﾠjustified	 ﾠon	 ﾠ
health	 ﾠgrounds,	 ﾠand	 ﾠlikewise	 ﾠtaxing	 ﾠpetroleum	 ﾠproducts	 ﾠcan	 ﾠalso	 ﾠbe	 ﾠuseful	 ﾠfor	 ﾠecological	 ﾠ
arguments.	 ﾠNevertheless,	 ﾠthe	 ﾠvast	 ﾠmajority	 ﾠof	 ﾠtaxes	 ﾠare	 ﾠtypically	 ﾠseen	 ﾠas	 ﾠa	 ﾠnecessary	 ﾠevil	 ﾠ
and	 ﾠfew	 ﾠpeople	 ﾠwould	 ﾠoppose	 ﾠtheir	 ﾠabolition.	 ﾠ	 ﾠ
One	 ﾠof	 ﾠthe	 ﾠcritical	 ﾠfactors	 ﾠthat	 ﾠdetermine	 ﾠwhether	 ﾠa	 ﾠlevel	 ﾠof	 ﾠtaxation	 ﾠis	 ﾠdeemed	 ﾠ
acceptable	 ﾠis	 ﾠthe	 ﾠlevel	 ﾠof	 ﾠtaxation.	 ﾠWhen	 ﾠup	 ﾠto	 ﾠ50%	 ﾠof	 ﾠincome	 ﾠis	 ﾠtaken	 ﾠin	 ﾠtaxation,	 ﾠmany	 ﾠ
people	 ﾠfind	 ﾠthis	 ﾠexcessive,	 ﾠeven	 ﾠ(and	 ﾠperhaps	 ﾠparticularly)	 ﾠwhen	 ﾠthe	 ﾠperson	 ﾠin	 ﾠquestion	 ﾠ
is	 ﾠa	 ﾠhigh	 ﾠearner.	 ﾠThis	 ﾠis	 ﾠno	 ﾠdoubt	 ﾠone	 ﾠof	 ﾠthe	 ﾠreasons	 ﾠwhy	 ﾠright-ﾭ‐wing	 ﾠconservative	 ﾠparties	 ﾠ
can	 ﾠeasily	 ﾠconvince	 ﾠvoters	 ﾠthat	 ﾠtaxation	 ﾠis	 ﾠa	 ﾠbad	 ﾠthing.	 ﾠHowever,	 ﾠif	 ﾠwe	 ﾠlived	 ﾠin	 ﾠa	 ﾠworld	 ﾠ
where	 ﾠthere	 ﾠwas	 ﾠa	 ﾠflat	 ﾠrate	 ﾠ1%	 ﾠfee	 ﾠon	 ﾠall	 ﾠtransactions,	 ﾠwould	 ﾠit	 ﾠstill	 ﾠbe	 ﾠpossible	 ﾠto	 ﾠargue	 ﾠ
that	 ﾠthis	 ﾠis	 ﾠexcessive?	 ﾠ	 ﾠI	 ﾠbelieve	 ﾠthat	 ﾠfew	 ﾠpeople	 ﾠwould	 ﾠhave	 ﾠany	 ﾠobjection	 ﾠto	 ﾠsuch	 ﾠa	 ﾠ
modest	 ﾠlevel	 ﾠof	 ﾠtaxation,	 ﾠespecially	 ﾠwhen	 ﾠthey	 ﾠknow	 ﾠthat	 ﾠthat	 ﾠmoney	 ﾠwill	 ﾠbe	 ﾠused	 ﾠfor	 ﾠ
financing	 ﾠareas	 ﾠthat	 ﾠare	 ﾠchosen	 ﾠby	 ﾠthe	 ﾠgovernment	 ﾠthat	 ﾠthey	 ﾠhave	 ﾠvoted	 ﾠfor.	 ﾠ	 ﾠ
If	 ﾠwe	 ﾠtake	 ﾠa	 ﾠcountry	 ﾠlike	 ﾠFrance,	 ﾠthe	 ﾠdata	 ﾠfrom	 ﾠtable	 ﾠ1	 ﾠimply	 ﾠthat	 ﾠa	 ﾠ1%	 ﾠFTT	 ﾠwould	 ﾠ
generate	 ﾠat	 ﾠleast	 ﾠ4	 ﾠtimes	 ﾠas	 ﾠmuch	 ﾠtax	 ﾠrevenue	 ﾠas	 ﾠis	 ﾠcurrently	 ﾠachieved.	 ﾠThis	 ﾠis	 ﾠa	 ﾠcolossal	 ﾠ
amount	 ﾠof	 ﾠadditional	 ﾠincome,	 ﾠand	 ﾠit	 ﾠcould	 ﾠbe	 ﾠused	 ﾠto	 ﾠdo	 ﾠthings	 ﾠthat	 ﾠcurrently	 ﾠseem	 ﾠ
totally	 ﾠinconceivable.	 ﾠFor	 ﾠexample,	 ﾠwithin	 ﾠa	 ﾠshort	 ﾠtime	 ﾠFrance	 ﾠwould	 ﾠbe	 ﾠable	 ﾠto	 ﾠrepay	 ﾠ
the	 ﾠnational	 ﾠdebt	 ﾠand	 ﾠthus	 ﾠavoid	 ﾠpaying	 ﾠthe	 ﾠcrippling	 ﾠinterest	 ﾠcharges	 ﾠthat	 ﾠare	 ﾠcurrently	 ﾠ
eating	 ﾠup	 ﾠan	 ﾠincreasingly	 ﾠlarge	 ﾠproportion	 ﾠof	 ﾠthe	 ﾠnation's	 ﾠresources.	 ﾠBut	 ﾠthe	 ﾠgovernment	 ﾠ
could	 ﾠalso	 ﾠuse	 ﾠthese	 ﾠresources	 ﾠto	 ﾠpay	 ﾠdecent	 ﾠlevels	 ﾠof	 ﾠpensions	 ﾠto	 ﾠall	 ﾠtheir	 ﾠcitizens,	 ﾠas	 ﾠ
well	 ﾠas	 ﾠproviding	 ﾠimproved	 ﾠlevels	 ﾠof	 ﾠhealth	 ﾠcare	 ﾠand	 ﾠeducation.	 ﾠ	 ﾠ
Obviously,	 ﾠone	 ﾠpotential	 ﾠcriticism	 ﾠis	 ﾠthat	 ﾠsince	 ﾠthe	 ﾠFTT	 ﾠmechanism	 ﾠmeans	 ﾠthat	 ﾠthe	 ﾠbulk	 ﾠ
of	 ﾠthe	 ﾠincome	 ﾠwould	 ﾠgo	 ﾠto	 ﾠthe	 ﾠdeveloped	 ﾠG20	 ﾠnations	 ﾠthat	 ﾠaccount	 ﾠfor	 ﾠmuch	 ﾠof	 ﾠthe	 ﾠ
transactions	 ﾠin	 ﾠthe	 ﾠeconomy.	 ﾠHowever,	 ﾠthere	 ﾠwould	 ﾠbe	 ﾠno	 ﾠreason	 ﾠwhy	 ﾠa	 ﾠsubstantial	 ﾠ
proportion	 ﾠof	 ﾠthe	 ﾠrevenues	 ﾠcould	 ﾠnot	 ﾠbe	 ﾠused	 ﾠfor	 ﾠthird	 ﾠworld	 ﾠdevelopment	 ﾠand	 ﾠsolving	 ﾠ
global	 ﾠproblems	 ﾠlike	 ﾠthe	 ﾠdevelopment	 ﾠof	 ﾠrenewable	 ﾠenergy	 ﾠsources	 ﾠthat	 ﾠare	 ﾠimportant	 ﾠ
for	 ﾠclimate	 ﾠcontrol.	 ﾠ	 ﾠIt	 ﾠseems	 ﾠlikely	 ﾠthat	 ﾠmany	 ﾠpeople	 ﾠin	 ﾠrich	 ﾠcountries	 ﾠwould	 ﾠbe	 ﾠhappy	 ﾠto	 ﾠ
see	 ﾠa	 ﾠsubstantial	 ﾠproportion	 ﾠof	 ﾠthe	 ﾠrevenues	 ﾠdiverted	 ﾠto	 ﾠsuch	 ﾠhighly	 ﾠdeserving	 ﾠprojects.	 ﾠ
Of	 ﾠcourse,	 ﾠwhether	 ﾠor	 ﾠnot	 ﾠa	 ﾠparticular	 ﾠcountry	 ﾠwill	 ﾠmake	 ﾠsuch	 ﾠcontributions	 ﾠwill	 ﾠdepend	 ﾠ
directly	 ﾠon	 ﾠwho	 ﾠhas	 ﾠbeen	 ﾠelected	 ﾠto	 ﾠthe	 ﾠgovernment	 ﾠin	 ﾠthat	 ﾠcountry.	 ﾠ
In	 ﾠthis	 ﾠrespect,	 ﾠit	 ﾠis	 ﾠinteresting	 ﾠto	 ﾠnote	 ﾠalthough	 ﾠthe	 ﾠproposition	 ﾠof	 ﾠreplacing	 ﾠthe	 ﾠexisting	 ﾠ
tax	 ﾠsystem	 ﾠwith	 ﾠa	 ﾠsingle	 ﾠflat	 ﾠrate	 ﾠFTT	 ﾠis	 ﾠa	 ﾠradical	 ﾠreform,	 ﾠit	 ﾠis	 ﾠnot	 ﾠobvious	 ﾠwhether	 ﾠthe	 ﾠ


























 abolishing	 ﾠall	 ﾠincome	 ﾠtax	 ﾠwill	 ﾠonly	 ﾠaffect	 ﾠthose	 ﾠalready	 ﾠpaying	 ﾠincome	 ﾠtax.	 ﾠHowever,	 ﾠthe	 ﾠ
removal	 ﾠof	 ﾠVAT	 ﾠwould	 ﾠmean	 ﾠan	 ﾠimmediate	 ﾠincrease	 ﾠin	 ﾠthe	 ﾠbuying	 ﾠpower	 ﾠof	 ﾠeven	 ﾠthe	 ﾠ
poorest	 ﾠmembers	 ﾠof	 ﾠsociety.	 ﾠAt	 ﾠthe	 ﾠother	 ﾠend,	 ﾠthe	 ﾠabolition	 ﾠof	 ﾠtaxes	 ﾠon	 ﾠcompany	 ﾠprofits	 ﾠ
will	 ﾠpresumably	 ﾠappeal	 ﾠto	 ﾠevery	 ﾠpro-ﾭ‐business	 ﾠlobby	 ﾠand	 ﾠdefender	 ﾠof	 ﾠfree	 ﾠenterprise.	 ﾠ
So,	 ﾠwho	 ﾠcould	 ﾠpossibly	 ﾠobject	 ﾠto	 ﾠthe	 ﾠproposal?	 ﾠFor	 ﾠthe	 ﾠvast	 ﾠmajority	 ﾠof	 ﾠpeople,	 ﾠthe	 ﾠeffects	 ﾠ
will	 ﾠbe	 ﾠclearly	 ﾠvery	 ﾠpositive.	 ﾠFor	 ﾠanyone	 ﾠbeing	 ﾠpaid	 ﾠa	 ﾠsalary	 ﾠand	 ﾠusing	 ﾠtheir	 ﾠincome	 ﾠto	 ﾠ
pay	 ﾠfor	 ﾠbuying	 ﾠsomewhere	 ﾠto	 ﾠlive,	 ﾠfood	 ﾠand	 ﾠclothes	 ﾠand	 ﾠleisure	 ﾠactivities,	 ﾠthe	 ﾠcost	 ﾠof	 ﾠthe	 ﾠ
scheme	 ﾠwill	 ﾠbe	 ﾠjust	 ﾠ2%	 ﾠof	 ﾠtheir	 ﾠincome:	 ﾠ1%	 ﾠthat	 ﾠwould	 ﾠbe	 ﾠdeducted	 ﾠwhen	 ﾠtheir	 ﾠpay	 ﾠ
arrives	 ﾠon	 ﾠtheir	 ﾠbank	 ﾠaccount,	 ﾠand	 ﾠ1%	 ﾠagain	 ﾠwhen	 ﾠthey	 ﾠuse	 ﾠthat	 ﾠmoney	 ﾠto	 ﾠbuy	 ﾠthings	 ﾠor	 ﾠ
to	 ﾠmove	 ﾠit	 ﾠto	 ﾠa	 ﾠsavings	 ﾠscheme.	 ﾠ	 ﾠThis	 ﾠwould	 ﾠbe	 ﾠan	 ﾠimmense	 ﾠimprovement	 ﾠover	 ﾠthe	 ﾠ
current	 ﾠsituation	 ﾠwhere	 ﾠthey	 ﾠmay	 ﾠbe	 ﾠpaying	 ﾠ25%	 ﾠof	 ﾠthe	 ﾠincome	 ﾠto	 ﾠthe	 ﾠgovernment	 ﾠin	 ﾠthe	 ﾠ
form	 ﾠof	 ﾠincome	 ﾠtax,	 ﾠand	 ﾠpaying	 ﾠ20%	 ﾠagain	 ﾠwhen	 ﾠthey	 ﾠbuy	 ﾠthings.	 ﾠThere	 ﾠare	 ﾠof	 ﾠcourse	 ﾠa	 ﾠ
small	 ﾠnumber	 ﾠof	 ﾠpeople	 ﾠwho	 ﾠwould	 ﾠclearly	 ﾠlose	 ﾠout.	 ﾠThey	 ﾠare	 ﾠthe	 ﾠpeople	 ﾠwho	 ﾠare	 ﾠ
currently	 ﾠbuying	 ﾠand	 ﾠselling	 ﾠstocks,	 ﾠshares,	 ﾠand	 ﾠcurrency	 ﾠvery	 ﾠregularly,	 ﾠand	 ﾠin	 ﾠthe	 ﾠcase	 ﾠ
of	 ﾠbanks	 ﾠthe	 ﾠtraders	 ﾠwho	 ﾠare	 ﾠusing	 ﾠcomputer	 ﾠtechnology	 ﾠto	 ﾠbuy	 ﾠand	 ﾠsell	 ﾠhundreds	 ﾠof	 ﾠ
times	 ﾠper	 ﾠsecond.	 ﾠThey	 ﾠare	 ﾠthe	 ﾠpeople	 ﾠwho	 ﾠare	 ﾠbeing	 ﾠpaid	 ﾠ"obscene"	 ﾠbonuses	 ﾠfor	 ﾠ
siphoning	 ﾠmoney	 ﾠout	 ﾠof	 ﾠthe	 ﾠsystem.	 ﾠ	 ﾠ
Would	 ﾠthe	 ﾠworld	 ﾠbe	 ﾠa	 ﾠworse	 ﾠplace	 ﾠif	 ﾠthis	 ﾠsort	 ﾠof	 ﾠfrenetic	 ﾠgambling	 ﾠwere	 ﾠreduced?	 ﾠ
Looking	 ﾠat	 ﾠthe	 ﾠnumbers	 ﾠgenerated	 ﾠby	 ﾠthe	 ﾠBank	 ﾠfor	 ﾠInternational	 ﾠSettlements,	 ﾠit	 ﾠseems	 ﾠ
clear	 ﾠthat	 ﾠalthough	 ﾠa	 ﾠsubstantial	 ﾠproportion	 ﾠof	 ﾠglobal	 ﾠfinancial	 ﾠtrading	 ﾠinvolves	 ﾠthis	 ﾠsort	 ﾠ
of	 ﾠspeculative	 ﾠgambling,	 ﾠthere	 ﾠis	 ﾠnevertheless	 ﾠa	 ﾠvery	 ﾠlarge	 ﾠamount	 ﾠof	 ﾠtrading	 ﾠthat	 ﾠ
corresponds	 ﾠto	 ﾠthe	 ﾠreal	 ﾠeconomy	 ﾠand	 ﾠwhich	 ﾠinvolves	 ﾠtrading	 ﾠof	 ﾠreal	 ﾠproducts	 ﾠand	 ﾠ
services.	 ﾠThis	 ﾠreal	 ﾠeconomy	 ﾠwould	 ﾠcertainly	 ﾠsurvive	 ﾠeven	 ﾠif	 ﾠthe	 ﾠsuperfluous	 ﾠand	 ﾠrisky	 ﾠ
speculative	 ﾠtrading	 ﾠwere	 ﾠto	 ﾠdisappear.	 ﾠ	 ﾠ
It	 ﾠcould	 ﾠbe	 ﾠargued	 ﾠthat	 ﾠin	 ﾠa	 ﾠworld	 ﾠwhere	 ﾠthe	 ﾠonly	 ﾠtransactions	 ﾠthat	 ﾠtake	 ﾠplace	 ﾠare	 ﾠthose	 ﾠ
that	 ﾠhave	 ﾠsome	 ﾠreal	 ﾠutility,	 ﾠthe	 ﾠeconomy	 ﾠwould	 ﾠbe	 ﾠmuch	 ﾠmore	 ﾠclosely	 ﾠmatched	 ﾠto	 ﾠthe	 ﾠ
real	 ﾠrequirements	 ﾠof	 ﾠhumanity.	 ﾠ	 ﾠ
How	 ﾠcan	 ﾠwe	 ﾠachieve	 ﾠthis	 ﾠchange?	 ﾠ
It	 ﾠis	 ﾠclear	 ﾠthat	 ﾠthere	 ﾠis	 ﾠcurrently	 ﾠconsiderable	 ﾠopposition	 ﾠto	 ﾠthe	 ﾠidea	 ﾠof	 ﾠa	 ﾠFTT	 ﾠfrom	 ﾠthe	 ﾠ
banking	 ﾠindustry,	 ﾠfor	 ﾠobvious	 ﾠreasons.	 ﾠThey	 ﾠwill	 ﾠclearly	 ﾠhave	 ﾠlittle	 ﾠreason	 ﾠto	 ﾠwant	 ﾠto	 ﾠ
support	 ﾠa	 ﾠchange	 ﾠto	 ﾠthe	 ﾠtax	 ﾠsystem	 ﾠthat	 ﾠwould	 ﾠreduce	 ﾠtheir	 ﾠprofitability.	 ﾠHowever,	 ﾠif	 ﾠthe	 ﾠ
proposal	 ﾠgoes	 ﾠbeyond	 ﾠmerely	 ﾠadding	 ﾠan	 ﾠextra	 ﾠtax	 ﾠto	 ﾠthe	 ﾠalready	 ﾠbewildering	 ﾠarray	 ﾠof	 ﾠ
taxation	 ﾠmechanisms,	 ﾠto	 ﾠa	 ﾠradical	 ﾠreform	 ﾠin	 ﾠwhich	 ﾠthe	 ﾠentire	 ﾠsystem	 ﾠchanged,	 ﾠit	 ﾠis	 ﾠless	 ﾠ
clear	 ﾠthat	 ﾠthe	 ﾠopposition	 ﾠwould	 ﾠbe	 ﾠmaintained.	 ﾠBut	 ﾠeven	 ﾠif	 ﾠthere	 ﾠwas	 ﾠresistance	 ﾠfrom	 ﾠ
within	 ﾠthe	 ﾠfinancial	 ﾠand	 ﾠbanking	 ﾠindustries,	 ﾠthe	 ﾠfact	 ﾠis	 ﾠthat	 ﾠfor	 ﾠthe	 ﾠvast	 ﾠmajority	 ﾠof	 ﾠthe	 ﾠ
voting	 ﾠpublic	 ﾠthe	 ﾠbenefits	 ﾠwould	 ﾠbe	 ﾠenormous	 ﾠand	 ﾠdirect.	 ﾠAt	 ﾠa	 ﾠtime	 ﾠwhen	 ﾠmany	 ﾠpeople	 ﾠ
are	 ﾠfacing	 ﾠredundancy	 ﾠand	 ﾠcuts	 ﾠin	 ﾠtheir	 ﾠpensions	 ﾠtogether	 ﾠwith	 ﾠdrastic	 ﾠcut	 ﾠbacks	 ﾠin	 ﾠ
public	 ﾠservices,	 ﾠa	 ﾠsystem	 ﾠthat	 ﾠwould	 ﾠallow	 ﾠup	 ﾠto	 ﾠ$100	 ﾠtrillion	 ﾠto	 ﾠbe	 ﾠpoured	 ﾠinto	 ﾠ
government	 ﾠfinances	 ﾠwould	 ﾠprobably	 ﾠbe	 ﾠvery	 ﾠpopular.	 ﾠCurrently,	 ﾠvoters	 ﾠhave	 ﾠnot	 ﾠbeen	 ﾠ
offered	 ﾠthe	 ﾠoption,	 ﾠbut	 ﾠit	 ﾠseems	 ﾠlikely	 ﾠthat	 ﾠthe	 ﾠfirst	 ﾠpolitical	 ﾠparties	 ﾠto	 ﾠinclude	 ﾠsuch	 ﾠ
radical	 ﾠtax	 ﾠreform	 ﾠin	 ﾠtheir	 ﾠpolicies	 ﾠwould	 ﾠobtain	 ﾠmassive	 ﾠsupport.	 ﾠGovernments	 ﾠvoted	 ﾠin	 ﾠ
with	 ﾠa	 ﾠvery	 ﾠstrong	 ﾠmandate	 ﾠto	 ﾠintroduce	 ﾠsuch	 ﾠa	 ﾠscheme	 ﾠwould	 ﾠbe	 ﾠable	 ﾠto	 ﾠimplement	 ﾠit	 ﾠ
even	 ﾠin	 ﾠthe	 ﾠface	 ﾠof	 ﾠresistance	 ﾠfrom	 ﾠthe	 ﾠfinancial	 ﾠsector.	 ﾠ	 ﾠ
In	 ﾠconclusion,	 ﾠI	 ﾠwould	 ﾠcall	 ﾠon	 ﾠall	 ﾠpolitical	 ﾠparties,	 ﾠbe	 ﾠthey	 ﾠon	 ﾠthe	 ﾠleft	 ﾠor	 ﾠright	 ﾠwing	 ﾠof	 ﾠthe	 ﾠ
political	 ﾠspectrum	 ﾠto	 ﾠseriously	 ﾠconsider	 ﾠthis	 ﾠproposal,	 ﾠthat	 ﾠI	 ﾠbelieve	 ﾠcould	 ﾠprovide	 ﾠa	 ﾠ
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